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EDITORIAL 


As We See It 


Vice is a monster of so frightful mien 
As to be hated needs but to be seen: 

Yet seen too oft, familiar with her face, 
We first endure, then pity, then embrace. 


The poet doubtless referred to transgressions of 
a moral or ethical order. The fact is, however, 
that precisely the same generalization applies 
with equal force to sins against financial or eco 
nomic good sense. Nowhere is this latter truth 
more aptly exemplified in recent years than in 
our national policies with respect to agriculture. 
One of the publications of the Department of 
Agriculture has recently brought together a mass 
of financial data which the dispassionate reader 
can hardly interpret as revealing anything short 
of a political and financial outrage. Yet the likeli- 
hood is that it will cause no stir anywhere. 

A processed volume “Agricultural Finance Re- 
view,” published by the Production Economics 
Research Branch of the Agricultural Research 
Service of the United States Department of Ag- 
riculture, includes an article by a Mr. Frederick 
D. Stocker, entitled “Costs of Federal Programs 
to Stabilize Agricultural Prices and Income.” We 
leave to the technicians any discussion of the 
adequacy of Mr. Stocker’s accounting, that is to 
say whether all elements of cost have been in- 
cluded. For the purposes here in hand, his analy- 


ses appear adequate. At any rate, they are star- 
tling enough as they stand. 


Mr. Stocker is naturally moved almost at the 
very outset to remark upon the want of cost data 
easily available to the public or even to the spe- 


Continued on page 30 
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Our Present Gold Policy 
Should Stand 


By W. RANDOLPH BURGESS* 
Deputy to the Secretary of the Treasury 


Noting in recent years the link between the dollar and 
gold has been a basic stable relationship in an unstable 
world economy, Dr. Burgess says it is the U. S. Treas- 
ury’s position that it would not be wise now to take the 
risk of allowing people here and abroad to draw down 
our gold reserve freely, dissipate it, and thus impair its 
strength. Warns raising of official price of gold would 
be a “hand-out” to Soviet Russia. Expresses opposition 
to opening a free gold market in the United States, but 
points to improvement in world economy and increases 
in foreign gold reserves as marks of progress towards it. 


From the founding of our nation until 1933, with 
interruptions in time of serious war, the dollar was 
firmly attached to gold. The gold value of the dollar, 

established under Washington and 
Hamilton, was not changed, except 
fractionally, for over 140 years. The 
confidence in the value of the dollar 
which this helped instill in our peo- 
ple and the people of other countries 
was one of the foundations of the 
nation’s spectacular economic success. 

All business life depends on the 
making of promises, commitments 
and their fulfillment. Lending and 
torrowing money, contracts to buy 
and sell goods and services, savings 
and investments all depend on con- 
fidence that money will keep its 
value. When this confidence is 
broken, as we have seen in so many 
countries, the economic life is dis- 
organized and retarded. The solid link between the 
dollar and gold is a valuable heritage. Fundamentally, 


of course, the confidence of the people in their money 
Continued on page 40 
*Statement by Dr. Burgess befere the Sub-Committee on Federal 


Reserve Matters of the Banking and Currency Committee of the 
Senate, Washington, D. C.. March 29, 1954. 
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Common Stecks for the 
Individual Investor 


By DAVID W. McKNIGHT* 
Research Partner of G. H. Walker & Co., N. Y. City 


Mr. McKnight, comm-<nting on the limited ownership of 
common stocks by individuals, cites as chief reasons 
therefor: (1) severe Issses by holdors in 1929-32 and 
1937-38; and (2) poor merchandisiag of common 
stocks as investments. J.ists as important reasons why 
people buy common stocks: (1) desire for profit-value 
appreciation, and (2) desire for income, Says we have © 
a pretty solid background for being interested in common 
stocks both for income and appreciation, and favors 
“dollar averaging,” along with purchase of “growth 
stocks.” Gives lists of growth stocks. 


Despite the secular uptrend of the American economy, 
the inflationary exchange of the’ gold standard for a 
managed currency 29 years ago, and the highly infla- 

tionary impact of two wars, common 
stocks are not the favorite invest- 
ment of the individual. The most 
recent survey on the subject is the 
one conducted in 1953 jointly by the 
Board of Governors of the Federal 
Reserve System and The Survey Re- 
search Center of The University of 
Michigan which noted what it calls 
a “trend” toward common stock in- 
vestment as a type of savings. And 
what was that trend? Well, it 
showed that 9% of those questioned 
preferred common stocks in 1953, 
whereas in 1949 the figure was a dis- 
mal 2%. In contrast, 38% favored 
savings bonds. 
David W. McKnight This one-out-of-ten preference for 
commons rather closely matches the findings of the 
Brookings Institution in its 1952 survey of actual share 
ownership. This indicated that one family in 10 


Continued on page 32 


*Remarks of Mr. McKnight at the Alumni Home-Coming Confer- 
ence of the Graduate School of Business Administration, New York 
University, March 20, 1954. 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


GORDON Y. BILLARD 


Partner, J. R. Williston. Bruce & Co. 
New York City 
Members: New York Stock Exchange 
and Other Leading Exchanges 


The Pure Oil Co. 


(1) Few equities in the present 
market offer greater intrinsic 
value than Pure Oil. 

(2) Proven underground reserves 
have been 
placed at 520 
million  bar- 
rels of crude 
and 3,700 bil- 
lion cubic feet 
of natural gas. 

(3) On a 
valuation of $1 
per barrel for 
light oil, 50 
cents per bar- 
rel for heavy 
oil, and three 
cents per MCF 
for natural 
gas, plus net 
working capi- ; 
tal and less all prior obligations, 
the balance remaining for the 
4,067,596 shares of common stock 
outstanding is equal to about $156 
per share, or approximately three 
times present market prices. This 
calculation does not place any 
valuation on the company’s ex- 
tensive refining, marketing, and 
transportation properties, w hich 
are carried in the balance sheet 
at a depreciated figure equal to 
another $35 per share. 

(4) Total capital expenditures 
for the period from 1947 through 
1953 have exceeded $60 per share, 
or more than the present price 
for the stock. Practically this en- 
tire expansion program has been 
financed out of retained earnings 
plus cash realized from deprecia- 
tion and depletion char,<eofts. 
This means then that, at present 
prices, investors appraise the eq- 
uity as not only being worth less 
than cash invested in the prop- 
erty in the seven-year period 
ended 1953 but that cash rein- 
vested in the property in the years 
prior to 1947 and dating back to 
the inception of the company in 
1895 constitutes a liability rather 
than an asset. 

(5) Earnings 
$6.12, compared with $6.17 re- 
ported for 1952. From _ 1946 
through 1953 average annual net 
earnings per common share were 
$6.48. During this same _ period 
nearly $40 per share was added 
to earned surplus. Earnings for 
the final quarter of last year 
showed improvement over preced- 
ing quarters and were the best 
for any quarter of the year. Prof- 
its for the first half of 1954 are 
expected to be somewhat better 
than for the same period a year 
ago. With one of the two new 
catalytic cracking units put into 
substantially full-scale operation 
last fall and the other scheduled 
for completion early this year, an 
increase in gross dollar volume is 
anticipated in 1954. Moreover, 
natural gas sales should compare 
favorably with those of last year. 

(6) More than two miles below 
the surface waters of the Gulf of 
Mexico, Pure Oil is tapping its 
rich pools of natural gas. Wells 
are drilled at various angles from 
central platforms such as the one 
in the Eugene Island area. nine 
miles off shore. This is believed 
to be one of the largest natural 
fas reserves discovered, to date, 
in the United States. Pure is a 
pioneer in offshore drilling which 
in the past three years has in- 
creased its total natural gas pro- 
duction by apvroximately two- 
thirds. From its offshore wells 


Gordon Y. Billard 


last year were 


Pure Oil last year produced 29 
billion cubic feet of gas. In 1954 
production is expected to exceed 
50 billion cubic feet. Following 
settlement of the tidelands oil dis- 
pute, the management stated its 
intention to proceed with full- 
scale development of its natural 
gas properties off the ‘ouisiana 
coast. Exploitation of these large 
natural gas holdings should add 
importantly to earnings—possibly 
as much as $3 per share per an- 
num—within the next few years. 


(7) Dividends have been con- 
servative in relation to earnings. 
The present $2.50 annual dividend 
has been paid in each of the past 
three years, while in the three 
preceding years the dividend rate 
was $2 per annum. Working capi- 
tal is adequate for present needs. 
With earnings from natural gas 
operations alone likely to expand 
sharply in the not too distant 
future, a higher dividend in due 
course is a reasonable expectation. 
Meanwhile, a satisfactory return 
is available from the indicated 
$2.50 annual dividend. 


(8) In time, the intrinsic values 
in Pure Oil common stock will 
become more widely recognized. 
The net value of Pure’s crude oil 
underground reserves is more 
than twice the present price of 
the stock, so that the large equity 
in its natural gas reserves is ob- 
tainable without cost. Thus, the 
hidden values in its rich and ex- 
tensive natural gas reserves stamp 
Pure Oil as a future “blue chip” 
natural gas equity. 
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SSS 
This Week’s 
Forum Participants and 
Their Selections 


The Pure Oil Company—Gcrdon 
Y. Billard, Par.ner, J. R. Wiiiis- 
ton, Bruce & Co., New York 
City. (Page 2) 

Scaboard Oil Company — David 
Norr, Security Analyst, Bache « 
Co., New York City. (Page 2) 


(9) If an investor were unfor- 
tunate enough to have invested 
$1,000 at the highest price at 
which the stock sold in each of 
the past 10 years, then the present 
market value of this $10,000 in- 
vestment would be in excess of 
$15,000, excluding dividends re- 
ceived during the interval. Based 
upon the number of shares now 
held as a result of the foregoing 
periodic investment program, the 
annual rate of return on the $10,- 
000 capital invested would be in 
excess of 7% from the $2.50 divi- 
dend. 


(10) The longer term outlook 
for Pure Oil today appears as 
promising as it ever has in the 
past. There is every reason to 
anticipate that the results of a 
periodic investment program in 
Pure Oil during the next 10 years 
would compare favorably with 
those of the past decade. 


(11) In commenting upon the 
outlook at the turn of the year, 
Mr. Rawleigh Warner. Chairman 
of the Board of Pure Oil Com- 
pany, stated: “Petroleum is one 
of the great growth industries. 
No one can watch the rising t'de 
of population and be gloomy 
about the future.” 

Pure Oil Company common 
stock is listed on the New York 
Stock Exchange. 


DAVID NORR 
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Seaboard Oil 

Seaboard Oil is a vehicle for 
capital gains within the oil indus- 
try. The company is engaged 
solely in producing crude oi! and 
bas no refin- 
eries Or mar- 
keting facili- 
ties. For pro- 
ducers the 
return on in- 
vestment can 
exceed that 
of refiners 
and integrated 
companies. 
Marketwise, 
the Standard 
and Poor’s in- 
dex of crude 
oil producers 
has outper- 
formed §inte- 
grated oil companies as we'l as in- 
dustrials. There is nothing at 
present to indicate a change in 
this trend. In addition, the im- 
pact of a discovery can add sig- 
nificantly to the value of the 
shares, permitting the company to 
outperform the favorable indus- 
try trends. 

Investors in oil shares tend to 
ignore producers while concen- 
trating on the better known inte- 
grated companies. A rounded oil 
portfolio should embrace a dy- 
namic producer. Seaboard Oil is 
my candidate. 

Seaboard Oil has _ 1,219,423 
shares of stock outstanding, of 
which The Texas Co. owns 32%. 
Finances strong with about 
$10 per share in working capital. 
No financing has been 
since 1929 and none is foreseen. 
Generally producing companies 
finance expansion from cash 
generated in operations. Div i- 
dends are $2.50 per share, indica- 


David Norr 


are 


required 


can 


tive of management’s intent to 
plow earnings into acditional ex- 
ploration. 

The accounting policies of the 
company differ from other oil 
comparies and reported earnings 
cannot be compared réadiiy 
Neither is a price to earnings ratio 
mean'ngful, since Seaboard 
charges all intansible drilling and 
development costs to income and 
also writes off the cost cf un- 
proved lands anrually. However. 
if we assume a theoretical profit 
ef $l per b?rrel produced (a 
rough guide substantiated in othe: 
ways), Seaboard would show earn- 
ings of about $10 per share. A 
price-earnings ratio of 11 to 1 for 
a dynamic issue does not appear 
excessive. 

Cash earnings are generally 
computed to adjust for differences 
in accounting methods among oil 
companies. Cash earnings are the 
sum of net income plus depletion, 
amortization and intangible drill- 
ing expenses. Despite the recert 
advance of Seaboard from the 
1952 low, the stock at current 
levels still remains one of the 
cheaper oil producers in terms of 
cash earnings. In terms of growth 
in production over the last “ew 
years the record of the company 
again is better than that of the 
average Oil producer. On an ap- 
praisal basis, valuing reserves of 
oil and natural gas and including 
working capital, the shares again 
appear relatively undervalued. 

Seaboard’s experience in recent 
years was relatively disappointing 
with no significant discoveries re- 
ported, and this probably accounts 
for the reasonable price of the 
stock relative to its statistics. In 

Continued on page 16 
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What's Ahead in Television 
And Appliances? 


By DR. 


COURTNAY PITT* 


Financial Vice-President, Phileo Corporation 


Stressing importance of instalment financing in expansion of 
television sales, Dr. Pitt pictures a favorable outlook for sales 
of television and appliances. Says economic well-being is more 
general than ever before, and the American economy is most 
liquid in ali its history. Points out, however, television is a 
promotional product that requires strong merchandising and 


advertising to create demand. 


Looks for only a trickle of 


color television receivers on the market in 1954, but reveals 
air conditioning has been growing with a speed comparable 
to that of early days of television. 


As representatives of instalment 
credit institutions of the country 
you have a great deal to say about 
the future of the television and ap- 
pliance indus- 
tries in com- 
ing months 
and years. A 
higher per- 
centage of the 
sales of these 
products is be- 
ing financed 
now than at 
any time since 
the war. The 
availability of 
adequate 
time -payment 
facilities to the 
people of the 
country is es- 
sential to the widest possible en- 
joyment of the products of our 
industry and to the maintenance 
of a high level of employment and 
general prosperity. I should like 
here and now to pay tribute to 
the splendid job you are doing. 
You are entitled to just as much 
of the credit as the manufacturers, 
distributors, and dealers of the 
country for the accomplishments 
of the appliance industry and the 
contributions it has made to na- 
tional well-being. 


Now what does the future hold 
for all of us? As you know, it is 
a fact that conditions are highly 
competitive in the television and 
appliance industries, but that is 
nothing new. That has been the 
normal state of affairs over the 
years—except for the era of short- 
ages during part of the postwar 
period. Our own company, as well 
as many others, grew up under 
competitive conditions—that is 
what we are used to—that is what 
we are prepared for. 


Economic Well-Being More 
General Than Ever Before 


The more I study the current 
American scene, the more I am 
impressed with the fact that an 
economic revolution has taken 
place in the last 20 years. I am 
thinking particularly of the ex- 
tent to which the economic well- 
being of the great majority of 
people has been improved. “Life 
Magazine” has featured this sub- 
ject, and Frederick Lewis Allen’s 
book “The Big Chance” developed 
the subject at even greater length. 
As he pointed out, millions upon 
millions of families have risen out 


ee. 


Courtnay Pitt 


*An address by Dr. Pitt, before the 
National Instalment Credit Conference of 
the American Bankers Association, Chi- 
cago, Ill., March 23, 1954. 


of the $2,000-or-under income 
class and the $2,000-to-$3,000 class 
and have climbed a bracket or 
two. These families—in cities and 
towns, and on the farms — have 
been lifted from poverty or near- 
poverty to a status where they can 
enjoy a better way of life—decent 
clothes, an automobile, a refriger- 
ator, an improved kitchen and, in 
the last few years, a television 
receiver. 

Millions of people, who would 
formerly have had no protection 
for their old age except the kind- 
ness of relatives, are now covered 
by social security, which in many 
cases is supplemented by pensions 
provided by the company for 
which they work. This puts them 
in a better position to spend their 
current income and enjoy the 
products of industry while they 
are still actively on the job. 

Even after allowing for the re- 
duced purchasing power of the 
dollar and today’s higher tax 
burden, the average family is far 
better off than it ever was before. 


American Economy Most 
Liquid in History 

The other general observation 
I would make has to do with the 
liquidity of the American econ- 
omy. This is an aspect of our 
situation that is too often disre- 
garded; and when we look back 
at this point in our economic life 
some years from now, I believe 
we will realize more fully than we 
do today what an important part 
it played in the course of business 
development. 

The American economy today is 
the most liquid the world has ever 
seen. The liquid assets of the peo- 
ple of the United States totaled 
$201.4 billion at the end of 1953. 
These included currency ($21.6 
billion); demand deposits ($33.9 
billion); time deposits ($64.4 bil- 
lion); savings and loan shares 
($21.4 billion); and U. S. Gov- 
ernment securities ($60.1 billion). 


This is enough money to pay 
off all consumer credit outstand- 
ing ($28.9 billion); pay for the en- 
tire production of the automobile 
industry this year ($9 billion); 
pay cash for all the homes that 
will probably be built this year 
($10 billion); go to Wall Street 
and buy all the listed stocks on 
the New York Stock Exchange 
(market value of $117.3 billion at 
the end of 1953): and still have 
about $36 billion dollars left over! 

So while there might be divided 
views as to whether the people of 


Continued on page 34 
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Life Stock 


By IRA U. COBLEIGH 


Enterprise 


Economist 


A much needed look at a medium quite neglected by investors, 


yet boasting a truly remarkable record for growth in assets 
and dividends. 


Life stocks are not for the com- 
mon herd of investors. First, for 
the traditional seeker for a 6% 
return, life insurance shares will 
exert no mag- 
netism what- 
ever; for aver- 
age returns in 
this group just 
about keep 
pace with sav- 
ings bank in- 
terest — and 
many com- 
panies yield 
less. Second, 
life stocks are 
not the vola- 
tile sort—they 
don’t jump up 
and down 
very much on 
day to day trading; and they’re 
not listed on the Exchanges. 
Thirdly, they’re quite closely held 
and the typical investor here is 
not the sort who buys now for a 
capital gain, to be avidly realized 
six months hence. Fourth, most 
companies have a rather small 
number of shares. Fifth, the big- 
gest companies in the business are 
all mutuals — Metropolitan, Pru- 
dential, Equitable Life, etc., 
owned by policyholders; and to- 
gether the mutuals write over 
70% of all life insurance. This is 
not to say there are no big stock 
companies, for there are — ones 
like Travelers, Aetna and Con- 
necticut General. But generally, 
the ones you can buy stock in 
are among the smaller units in 
the industry. 

Having duly recounted some of 
the reasons why, historically, life 
insurance investors have been few 
and far between, let me now 
enumerate some excellent reasons 
why that situation should, per- 
haps, be reversed. Life insurance 


companies treat with the most 
popular commodity in this coun- 
try—money. Money never seems 
to go out of style, never has to be 
brought out in a new design or 
model each year, and is not likely 


Ira U. Cobleigh 


to be outmoded by wonder drugs, 
electronics or nucleonics! Life 
companies have one of the longest 
records of continuous dividend 
payment of any industry. If it’s 
growth you're after, the rate of 
life insurance growth, especially 
in the past 20 years, has been 
fantastic; and when a life insur- 
ance company adds, year after 
year, to its book value, the re- 
sulting figure is not an account- 
ing symbol for brick, mortar and 
machine, which must produce to 
be worth anything, but cash and 
marketable securities — assets not 
tinged with vanishing cream, 


A Growth Business 

We mentioned growth. Well 
twenty years ago life insurance in 
force in the United States was 
around $100 billion. Today it’s’ 
over $300 billion and growing 
every day —88 million people have 
life insurance. Most people don’t 
have enough. A standard rule of 
thumb would suggest face amount 
ownership of three times one’s an- 
nual income. This ratio would 
add a whopping amount to the 
insurance total, as today the aver- 
age amount held by an individual 
is 1% of annual income. Then, 
too, company and union pension 
and welfare funds call for ex- 
panding amounts of group life. 
Inflation has constantly increased 
the need for more life coverage, 
and, with high income taxes, of- 
ten the only way to build a siz- 
able estate is to load up on life 
insurance. Finally, life insurance 
sales are given terrific forward 
motion by our steady population 
increase, and the annual per cap- 
ita income expansion, character- 
istic of the last 15 years. And not 
to be morbid, even the prices of 
funerals have gone up. A $5,000 
insurance policy today has a tough 
time paying for a lingering last 
illness and a mahogany caboose, 
leaving fittle or nothing for relict’ 
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Favorable Underwriting Results 


Many factors, favorable to in- 
vestors, are found in insurance 
company operation. First, in un- 
derwriting, the various mortality 
tables used are historical ones; 
they show statistically the num- 
ber of mortalities at various ages 
per 1,000 occurring over a certain 
period of prior time. Premium 
rates are based on these figures, 
and reserves for death claims cal- 
culated upon them. But each year 
life expectancy is increased. More 
people are living longer and, bar- 
ring atomic attack, the reserves 
of life companies tend to be con- 
tinuously overstated—thus build- 
ing up stockholder equity. About 
investments, life companies own 
the finest; and regulation by state 
commissions insures adherence to 
conservative investment practice. 
Average income from investments 
is now about 38%. Further, the 
underwriting profits of life insur- 
ance are not subject to Federal 
income tax, and while income 
from investments is taxable, at 
very low rate (6%%), capital 
gains are not. Finally, life insur- 
ance companies have rugged de- 
pression resistance qualities:. (1) 
because they invest in senior se- 
curities, and (2) because people 
have a habit of paying life prem- 
iums through thick and thin. The 
doctor or painter may whistle for 
his money, but not the insurance 
company. People hate to drop 
life insurance—they might not be 
able to pass the medical next 
time! And in the meantime they 
might pass on. 


Powerful Leverage Factor 


Little understood is the power- 
ful leverage factor in life compa- 
nies. This is not created, as in an 
ordinary corporation, by sizable 
chunks of prior securities, such 
as bonds or preferred shares, for 
life companies have only one class 
of security—common stock. Lev- 
erage is derived from that portion 
of company assets remaining after 
all reserves for policy claims, 
special reserves, etc., have been 
set up. Imagine a company with 
$100 million in assets; and re- 
serves, most conservatively ar- 
rived at, of $90 million. That 
leaves stockholder equity (book 
value) $10 million or say $100 a 
share on 100,000 shares. A 3% 
increase in assets would thus ad- 
vance per share book value to 
$130. By this leverage, many 
companies have doubled or 
trebled book value in the past 
decade (after payment of cash 
dividends). The dynamics of this 
leverage have not been half ap- 
preciated. 


Some Attractive Companies 


Perhaps further general chatter 
on life equities should now be 
suspended in favor of specific 
thumb-nail sketches of attractive 
companies. 


Let’s start off with Travelers. 
It has the largest amount of life 
insurance in force of any stock 
company, $12.6 billion (non-par- 
ticipating) at 12/31/52. It is also 
a multiple line company writing 
auto, workmen’s compensation and 
accident insurance. By a most 
conservative statement of assets, 
book value of Traveler’s has risen 
from $353.64 at the 1944 year-end 
to $707.79 at 12/31/53. It advanced 
£48.87 last year alone. There are 
400,000 shares of Traveler’s com- 
mon outstanding. Recent quota- 
tions at $1,000 a copy strongly 
sugvest the possibility of a slit, 
as few would latch on to a stock 
merely because of the indicated 
$17 dividend rate (a 1.7% return). 
There w2s a 100% stock dividend 
in 1940. Travelers has not stonred 
traveling. Dividends since 1864. 

Another fine comnany is Con- 
recticut General Life Insurance 
Co. which built up its book velue 
over 150% in the past ,J0 vears. 
Companv has over $5 billion in 
force. Dividends here have been 
paid in every vear since 1867. cur- 
rently at the rate of $2.20 a sbare. 
This is a minute enough distribu- 


The Commercial and Financial Chronicle ...Thursday, April 1, 1954 


tion, on a stock selling at $330. To 
appreciate this equity you have 
to keep history in mind. There 
was a 10 for 1 split in 1929, a 
100% stock dividend in 1949 and 
the 600,000 shares outstanding 
now, look highly fissionable. 


Lincoln National Life Insurance 
shares have been quite sought af- 
ter, in recent months, partly per- 
haps out of recognition of the fact 
that, had you lodged $1,000 here 
in January, 1943, it would be 
worth $34,000 today. Lincoln has 
over $6 billion of life insurance. 
Sells at 245 and pays a meek $1.50; 
but it’s piling up the good old 
book value. 

Some analysts are favoring 
Life Imsurance Co. of Virginia 
with $1.6 billion of life in force, 
low cost operations and a favor- 
able mortality experience. Since 
the company concentrates in the 
South and Southwest, it is thought 
to be in good position to share in 
the phenomenal growth in this 
area. Yieldwise, this is a bit more 
attractive than some of the others, 
with $2.20 dividend on stock sell- 
ing at $82. There are only 600,000 
common shares, and there was a 
100% stock dividend in 1950. 

Others worthy of your inspec- 
tion might be Franklin Life sell- 
ing around 70; Gulf Life around 


State of Business Now 


20 paying 50¢; Jefferson Standard 
paying $1 and selling around 66. 
Then there’s a relative newcomer, 
Government Employees Life In- 
surance Co., at around 34. This 
company specializes in selling in- 
surance by mail to government 
employees, and has done very 
well at it. And I just noticed, to 
my horror, that Aetna Life had 
been skipped over. It’s a per- 
fectly wonderful company, second 
only to Travelers in stock com- 
pany underwriting, and an ingra- 
tiating value at 112 paying $2.25. 
If you want to talk about bull 
markets, many of these life shares 
have added 15% to 30% to their 
market value since New Year’s 
Day. And for those who have 
disdained entry into life stocks 
because Of apparent inadequacy 
of cash return, let it be noted that, 
in this industry, when a company 
splits its stock, say 100%, in most 
cases the new shares carry the 
same dividend as the old! Thus, 
with a little patience, over the 
years you don’t make out too 
badly on the cash yield either. 
Look over these life stocks. 
Maybe they’ve got some qualities 
you never appreciated before. 
Growth here is mathematically 
more predictable than in many 
other more touted equities. 


By MARTIN R. GAINSBRUGH* 


Adjunct Professor of Economics, New York University 
Economist, National Industrial Conference Board 


Dr. Gainsbrugh points out that a careful screening of business 
indicators reveals a downward trend in first quarter of 1954, 


despite some important exceptions. 


Reviews good and bad 


indicators during this peried. 


Business analysts still find no 
reason to alter their year-end 
forecasts of a lower level of ac- 
tivity in 1954 than in 1953—and 
few, if any, 
have altered 
their position 
that the 
trough would 
not be reached 
in the first 
half of 1954. 
In contrast, 
the latest sur- 
vey by the 
Commerce 
Department 
reveals that 
business an- 
ticipations in 
the aggregate 
are still for 
sales as good as their peak of 
1953. Since business sales in the 
first quarter have been several 
percentage points lower than the 
1953 average, business expecta- 
tions actually imply a moderate 
improvement in sales in the re- 
mainder of this year. 


A careful screening of business 
indicators for the first quarter 
will undoubtedly reveal an im- 
pressive list of better-than-1953 
performance in some instances, or 
signs of improvement in recent 
weeks or months, after due al- 
lowance for seasonal adjustments. 
The over-all pattern for indus- 
trial production, however, has 
been continued downturn, with 
the decline as marked as in the 
peak quarter of downturn in 1949. 
An even broader measure of na- 
tional economic activity — gross 
national product will reveal 
another reduction in national out- 
put for the third successive quar- 
ter. The decline in the present 
quarter may be less than in the 
fourth owarter ($6 billion, annual 
rate). The loss in the current 
quarter, however, may reflect 
somewhet more contraction in 
end-product demand, with less 
salutary implication than the 
charges in preceding quarters 
which stemmed largely from the 


M. R. Gainsbrugh 


*Excerpts from Mr. Gainsbrug¢h’s ad- 
dress at the Alumni Home-Coming Con- 
ference of the Graduate School of Busi- 
ness Administration, New York Univer- 
sity, March 20, 1954. 


reversal of inventory policy. The 
broad - gauge indicators of over- 
all activity, therefore, are still 
declining. In the case of end- 
product consumption, however, 
the declines are still very modest 
relative to the cutbacks in pro- 
duction, This suggests that the 
corrective process of inventory 
adjustment is continuing without 
serious side effects. 

The rough balance between 
good and bad statistics emerging 
for the first quarter are: 


Business outlays on new plant 
and equipment during the - first 
quarter are now estimated by 
Commerce Department-SEC at 
$6.8 billion, substantially above 
earlier expectations and about 
8% above actual outlays in the 
first quarter of 1953. The same 
soureg forecasts total outlays for 
the year.at $27 billion, only 4% 
below 4 last year’s record rate. 
However, anticipated expendi- 
tures for the second quarter show 
a rise from the first quarter that 
is considerably less than seasonal. 

Contract awards for residential 
construction in January and Feb- 
ruary add up to both greater val— 
uation and more floor space than 
in the opening months of 1953, 
and suggest housing starts at 
above a one million annual rate 
this spring. 

Unemployment insurance 
claims, which were pointed 
sharply upward at the turn of 
the year, have held within a 
narrow ronge of 2.1-2.2 million 
(about 6% of covered employ- 
ment) since the last week in Jan- 
uary. But emvloyment continued 
to fall in February, with the 
bu'k of the decline in durable 
manufacturing, and only a mild 
drop in non-curable employment. 

Largely unheralded, as yet, was 
an increese in the fectory work 
week in February. This was the 
first significant upturn in aver- 
age weekly hours in more than 
six months and the first January- 
February rise of the postwar pe- 
riod. Increases were marked in 
textiles, apparel, and rubber, for 
which the Federal Reserve index 
of production also showed in- 


creases at least as great as sea- 
sonal. 
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There was a slight rise in industrial production for the coun- 
try-at-large in the period ended on Wednesday of last week, but 
output continued to be moderately under the high postwar peak 
reached one year ago. 

“Among the industries which remained most active were paper, 
chemicals, electronics and construction, while textiles, farm 
equipment and mining continued to show a slow pace. 

A note of optimism was sounded this week by the National 
Association of Purchasing Agents which reported that business 
conditions in industrial lines are leveling off after a prolonged 
decline. A “large majority” of purchasing executives expect their 
second quarter activities to be higher than in the initial three 
months, it stated, with some also declaring they could see good 
business through the third quarter, and a few were optimistic for 
the whole year. . 

Farm income in February. was slightly higher than a year ago, 
the United States Department of Agriculture disclosed. But the 

500,000,000 total for January and February was 2.5% below the 
ike 1953 period. 

According to the Bureau of Labor Statistics of the United 
States Department of Labor, living costs declined 0.2% in the 
month ended Feb. 15. Decreases in items ranging from automo- 
biles to milk brought the bureau’s consumer price index to 115% 
of the 1947-49 average. This was 0.3% below the record high sct 
last Oct. 15. But it was 1.4% above the year-earlier level. 


Secretary Weeks of the United States Department of Com- 
merce disclosed that there were “some indications” of a slight 
decline in unemployment this month. New claims for jobless pay, 
he noted, dropped in more than a dozen states in Mid-March. 
This has been accompanied by “substantial rehiring” in the farm 
machinery industry and a pickup of about 10,000 jobs in the auto 
industry. The Secretary reiterated that the government would 
adjust taxes, increase money and credit supplies and perhaps go 
into public works if the economic situation necessitates such steps. 


New claims for unemployment compensation dropped to 293,- 
706 in the week ended March 20. This was 16,900 less than in the 
preceding week, the United States Department of Labor reported. 
It was down 30,453 from the weekly total a month earlier. The 
claims reflect new layoffs among the 36,000,000 covered by state 
jobless insurance systems. Jobless persons continuing to draw 
unemployment compensation numbered 2,187,000 in the week 
ended March 13, off 13,500 from the preceding week. The year 
earlier level was 1,029,855. 


Inventory—the same factor that depressed the steel market 
during the first quarter—will serve to stimulate it during the sec- 
ond quarter, states “The Iron Age,” national metalworking weekly, 
this week. 


A close check of producers and consumers this week reveals, 
according to this trade authority, that the stampede toward inven- 
tory correction (reduction) continues to dominate the market. 
This may hold true for several weeks. Drastically shorter buying 
policies are hastening the correction. And there is increasing evi- 
dence that more firms are reaching desired inventory levels, 
either overall, or on certain products. 


Some manufacturers, it reports, are known to be using steel 
two or three times as fast as they are buying it. Mills continue to 
report a gradual pickup in the number of new orders, a vital 
market factor. Individual orders are usually small, indicating 
cautious buying within rigid limits. There are more “rush” orders, 
indicating that stocks have shrunk betow safe operating levels and 
steel is needed quickly t6 keep production going. This adds up to 
substantially more steel'‘HBuying in the not-too-distant future— 
probably within the next 6 or 8 weeks. this trade weekly observes. 
!. *Babor is another facter that will tend to strengthen the steel 
market in the second quarter. Most contracts expire June 30, and 
= union must serve notice of intention to reopen on or before 

ay 1. 


This 2-month period of tough bargaining might convince some 
manufacturers that they have trimmed inventories too close. The 


Continued on page 38 
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Stassen’s London Mission 
Highlights East-West Headaches 


By A. WILFRED MAY 


Mr. May reports new Inter-Allied Conference renews evidences 
of many Anglo-American differences in attitude ioward Rus- 
sian trade; with economic area conflicts stemming from con- 
trast in fundamental national reaction to Soviet’s military 
threat. Points out injustice, and help to Kremlin’s propaganda 


strategy, of blaming United 


actual trade volume. 


LONDON, England, March 31— 
The reaction of press, public, and 
government officialdom here to 
Mr. Stassen’s current mission (in- 
cluding some 
charges of 
blackmail 
pressuring via 
relief funds) 
underlines the 
fact that ac- 
‘tually the 
many facets 
of disagree- 
ment in the 
Anglo -Ameri- 
can attitudes 
toward LEast- 
West trade 
really stem 
directly from 
the contrast 
in estimating the degree of Soviet 
war danger. This basic rift in 
political assumptions was clearly 
manifested all through last week’s 
full-dress Parliamentary debate 
on the East-West trade question; 
as it had been in the Prime Min- 
ister’s pro-Trade pronouncement 
of Feb. 26 (their political premise 
being in direct contrast to the un- 
compromising attacks on appeas- 
ing-the-dictator in the Munich 
days of the late 1930's). 


Were it not for the unconcern 
over the military danger here, 
surely there would be less sulki- 
ness in complying with the alleg- 
edly stubborn and warmongering 
American “orders” regarding re- 
strictions on strategic materials 
shipments. At best there is lip- 
service to the propriety of refrain- 
ing from military help for the 
Soviet, Within the past 12-month 
here the Moscow appeasers, in 
trade as well as politics, have be- 
come respectable indeed! “Butter 
yes, but not tankers, for Russia’s 
gold,” is the clearcut view of 
merely a minority here. 


Burying their political heads in 
the sand, the British are profess- 
ing to believe that the present— 
post-Stalin—is at last really the 
time of Moscow trade coming 
through on a large scale (con- 
veniently forgetting the political 
disillusionment over the Berlin 
Conference). The wishful thinking, 
of course, as previously, stems 
from the Kremlin’s strategy of 
pandering to the weak spots in 
the Western nations’ respective 
economies. Thrice today I was 
told by industrial leaders of the 
antidote to unemployment offered 
by available Russian orders in the 
fields of machine tools and Dies- 
els. Mr. J. B. Scott, sales director 
of Crompton and Parkinson, the 
machine tool makers, who headed 
the recent group of British busi- 
nessmen visiting Moscow, freely 
admits that his enthusiasm is 
sparked by the fact that Russian 
orders are needed to fill a 30% 
gap in his industry’s capacity. 
Likewise the pressure for reliance 
on trade with the East is intensi- 
fied by increasing German and 
Japanese competition; “obtuse” 
American tariff policy; fears of an 
American depression; worry over 
balance of payment difficulties; 
and the general “how are we go- 
ing to scrape through?” on secu- 
rity feeling. 





A. Wilfred May 


The Vanishing “Orders” 
While it is recognized that some 
whittling down of Mr. Karbanov's 
figure of £400 million as a three- 
year “proposition” to British busi- 


' preciated that in the first place, 


“they blandly translated the 4% 


- items on the list given by. Kar- 
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Regarding the medium of tim- 
ber, the Russian difficulty of 
starving her domestic housing 
program must be considered. 

The new trade figure of £133 
million of annual imports repre- 
sents a total more than double the 
peak year of 1951 and triple 1953. 
Calculating the possibilities in 
their most favorable light—even 
adding to 1951’s peak export total 
the new production of silver and 
platinum, and 25 millions of gold 
payments, the Soviet would still 
be shy of balanced payments. 

Gold, of course, is the Soviet’s 

ace-in-the-hole. But would the 
Kremlin be willing entirely to de- 
plete its strategic gold reserve? 
And what would be Washington’s 
attitude toward permanent dump- 
ing of Russian gold, for other than 
butter”? The British Treasury 
has been refusing dollars from 
Moscow, presumably. at Uncle 
Sam’s bidding. . : 
- Omitted from Churchill’s reflee= 
tions were the obstructions en- 
countered by Britain and other. 
Western countries in getting the 
orders on the books, and the many 
business difficulties revealed in 
other countries; such as the non- 
complementariness of products 
available as media of payments, 
the Iron Curtain’s barring of trade 
negotiators, Russian over-pricing, 
autarchic techniques, unsatisfac- 
boot quality of deliveries, and the 
ike. 


The West’s Frustrations — Not 
Unwillingness 


States for insignificance of 


nessmen is in order, the skepticism 
warranted by the vanishing of the 
“orders” after the Economic. Con- 
ference at Moscow in 1952 and 
Geneva in 1953, is disregarded. 


To be realistic, it should be ap- 


the £400 million “dangle” of 
Molotov and Karbanov should 
first be reduced in half, because 


thousand million -rubles .which 
they were talking about into ster- 
ling at the purely unrealistic ex- 
change rate of 11.2 rubles to the 
pound, instead of the realistic 
rate of 25 rubles to the pound. In 
the second place. one-half of the 


banov to the businessmen in Mos- 
cow, comprises clearly strategic 
items—entailing another halving. 
In the third place, there must be 
a further reduction, by reason of 
the Russians’ indicated refusal to 
“play” on at least a good part of | Overlooked here in the general 
the non-strategic area if their assumption that juicy business is 
strategic goals are not satisfied. there merely to be plucked for 
Again, whittling down of the the asking, are facts like the ac- 
promised size of the bait is tual German experience. Inter- 
strictly in line with Russia’s past viewing their large association to 
trade pattern, in which there is promote Russian trade, operating 
surely no great indication of in Cologne, I found that they were 
change. Russia’s past trade turn- able to function in little more 
over in both directions has been than a stand-by capacity. Visit- 
11% billion rubles each way, ing the Geneva Conference last 
which by their own showing has April where the Russians dangled 
been 80% intra-orbit; which their lists, correspondence seizing 
leaves them with less than 3 bil- on specific items on those lists 
lion rubles of total East-West elicited not even an answer from 
trade by their own showing. So the Russian trade people. 
half of their total extra-bloc trade Ang the completely abortive 
would have to be done with Brit- eynerience of the French delega- 


ain alone. tion which followed the British in 
Moscow last month, resulting in 
no actual orders on one excuse or 
another, similarly illustrates the 
frustration dealt by the Russians 


Overall Payment Doubts 

Nor is it sufficiently realized 
that in the “cannot” rather than 
pot vay ae ae ae aaa a to sincere business-getting efforts. 
the Soviet’s ability to pay for a _ This is not to contend that the 
greatly stepped-up import pro- Russians are now again complete- 
gram. Outside of gold, the crux ly bluffing the British on non- 
of Moscow’s compensating ability strategic materials and that Mr. 
vis-a-vis Britain lies in her grain Stassen should so imply. It is 
and timber. Grain output is evi- likely that for the present at least 
dently giving her plenty of trou- and for .political and economic 
ble; and even if production should reasons Malenkov does want some 
be greatly stepped-up, there is British consumer goods. .And per- 
considerable doubt whether indi- haps the Churchill-British policy 
vidual grain traders actually want of displaying whole-hearted desire 
the increased grain production, in for trade cooperation is strate- 
lieu of taking it for granted that gically correct. Nevertheless it 
grain will do the balance-of-pay- 5¢€€™s constructive and desperate- 


ments trick. Continued on page 14 
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Defects of Our Irredeemable 
Currency System 


By WALTER E. SPAHR* 
Professor of Economics, New York University 
Executive Vice-President, Economists’ National Committee 
on Monetary Policy 


Dr. Spahr lists a number of disadvantages of our current irre- 
deemable currency system among which are its injustice in 
depriving the people of a valuable property right; loss of 
people’s power to control government outlays; discrimination 
against our own people in favor of foreign central banks, 


and trend of irredeemable currency toward inflation. 


Cites 


unethical elements in our currency system, and says “irredeem- 
able promises to pay as money” is evidence of government 


fiscal and moral bankruptcy. 


Answers arguments for delay 


in returning to a redeemable currency. 


It is of paramount importance 
that Congress rescue the people of 
the United States from the serious 
dangers inherent in an irredeem- 
able currency and enable them to 
have the advantages provided by 
a redeemable currency. 


I 

The disadvantages experienced 
by our people as a consequence of 
our system of irredeemable cur- 
rency are suffered both domes- 
tically and in our international 
relations. 

A. Domestically 
(1) Our people have been deprived 
of a valuable property right: 
those seeking safety for their 
savings may not invest in gold 
or in claims to gold 

A good monetary system wil! be 
so constituted that the various 
kinds of money employed will 
together perform the following 
functions: (1) 
that of a 
standard of 
value; (2) that 
of a medium 
of exchange: 

(3) that of a 

good _store- 
house of 

value; (4) that 

of a standard 

for deferred 
payments; (5) 

that of a final 

settler of pay- 

ments due; 

(6) that of a 
reserve 
against substitute forms of money 
and credit. 

Under our domestic 
irredeemable currency, gold and 
gold certificates cannot be em- 
ployed by our people as media of 
exchange, or as storehouses of 
value, or as final settlers of pay- 
ments. 


Walter E. Spahr 


system of 


A valuable right of a people is 
to select the variety of money that 
will perform one or more of these 
functions best. The most univer- 
sally marketable money known to 

* Testimony of Dr. Spahr before the 
Sub-Committee of the Senate Committee 
on Banking and Currency on the Gold 


Redemption Bill «(S. 2332), Washington, 
D. C., March 30, 1954. 
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mankind is gold. For this reason, 
it, or claims to it, is the best store- 
house of value, in the form of 
money, that is available. There 
are times when people wish to 
employ it, or, more commonly, 
claims to it, in preference to any 
other type of investment, as a 
means of preserving the value of 
savings. 

Our system of irredeemable 
currency deprives our people of 
that very valuable property right. 
For the small saver who does not 
know how or when to invest wise- 
ly and who wishes to employ the 
protection provided by gold, or by 
claims to it, such a right no longer 
exists. He must run the risks in- 
herent in an irredeemable cur- 
rency. 


(2) Ourpeople have been deprived 
of a major direct power over 
the government's use of the 
people's purse. 

A basic assurance that human 
freedom from arbitrary govern- 
ment can be preserved lies in the 
ability of the people to control the 
public purse. One of the major 
devices on which such assurance 
rests is the freedom of our people 
to demand redemption in gold of 
the bills of credit issued by our 
Treasury and Federal Reserve 
banks. That freedom and the un- 
derlying right no longer exist in 
this nation. 

As a consequence, the people’s 
purse is at the relatively free dis- 
posal! of the government. The 
power of direct restraint, which 
individuals can exercise as they 
seek to preserve their savings by 
converting them into gold, or 
claims to gold, is gone. Such pow- 
ers as remain are confined chiefly 
to the right to vote which is a 
most unreliable means of protect- 
ing one’s savings. The exercise of 
the right to refuse to purchase 
government securities merely 
drives the government to the 
banks which convert Federal debt 
into currency, the consequent ten- 
dency being a reduction in the 
purchasing power of the people’s 
money. 

With the government free of the 
direct powers which a people can 
exercise under a redeemable cur- 
rency, the people can be subjected 
to heavy or profligate government 
spending and to a practically un- 
limited depreciation in the pur- 
chasing power of their money. 
Popular efforts to control such 
spending can be reduced to futil- 
ity, and they tend to be futile. All 
governments which have today 
taken possession of the people’s 
purse and have seriously impaired 
or destroyed the purchasing power 
of the people’s money 
ployed an irredeemable 
or, in early times, have de- 
valued their coins. A government 
disposed to spend freely or reck- 
lessly cannot effectively be held 
in restraint under a system of ir- 
redeemable currency. 


have em- 
currency 


as 


(3) Foreign central banks can ex- 
ercise their claims to our gold 
reserves; our people are de- 
prived this right. 

As a consequence of this ar- 
rangement, our people, who have 


claims against our gold _ stock 
equal these days to approximately 
17 to 18 times those of foreign 
central banks, must stand aside 
while those foreign institutions 
are free to draw down our gold 
stock to the extent they hold dol- 
lars. In other words, these foreign 
banks can draw down the gold 
certificate reserves of our Federal 
Reserve banks and a correspond- 
ing amount of gold in the Treas- 
ury by demanding redemption of 
their dollar claims. Our people 
cannot draw down the gold cer- 
tificate reserves of Federal Re- 
serve banks and they cannot touch 
the gold in the United States 
Treasury, except as it is drawn 
upon for use in industry. 

This discrimination against our 
people and in favor of foreign 
central banks exists in the face of 
the fact that foreign withdrawals 
of gold are highly erratic while 
domestic withdrawals are rela- 
tively steady and relatively small. 
For example, for the ten-year pe- 
riod, February, 1923 - February, 
1933, the monthly percentages of 
foreign withdrawals of our mone- 
tary gold stock ranged from zero 
(April-June, 1923) to 15.83% (in 
October, 1931). Monthly percent- 
age of domestic withdrawals dur- 
ing that decade ranged from 
1.44% (April and May, 1931) to 
6.32% (in February, 1933). The 
erratic quality in the percentages 
of foreign withdrawals becomes 
much more pronounced when one 
considers the relatively small per- 
centage of total claims held by 
foreigners against our gold stock 
as compared with the much 
greater size of the claims held by 
our people. 

(4) Under an irredeemable cur- 
rency our people are sub- 
jected to the dangers of So- 
cialism or government dicta- 
torship in some similar form. 


Throughout the world, wherever 
there is Socialism, Communism, 
or government dictatorship in 
some other form, there is found 
irredeemable currency. It and 
military force provide the chief 
means by which government 
dictatorship gains power Over a 
people. The use of an irredeem- 
able currency is a subtle, rela- 
tively peaceful, and poorly under- 
stood device by which a govern- 
rent can establish a high degree 
of governmentally-managed econ- 
omy or dictatorial control over a 
people. The people of the United 
States are vulnerable in this re- 
spect because they must operate 
under the far-reaching undermin- 
ing influences of an irredeemable 
currency. 


(5) Our people are subjected to 
the great expansions and con- 
tractions in business and 
prices made possible and in- 
vited by an irredeemable 
currency. 


One of the outstanding char- 
acteristics of an irredeemable 
currency is that it makes possible 
and invites great expansions and 
contractions in economic activity 
and prices. They can exceed, and 
many times have exceeded, any 
fluctuations involving a redeem- 
able currency. Depreciation in the 
purchasing power of irredeemable 
currency has in some cases ap- 
proached zero. The consequences 
commonly flowing from great ex- 
pansions of such currency have 
been a sharp rise in prices, severe 
impairment or destruction of the 
value of the monetary savings of 
various groups, or even the mass, 
of people, painful economic de- 
pressions following high prices 
Social and political revolution has 
sometimes been a consequence. 

The lowest purchasing 
of our dollar ever reached since 
the establishment of our Federal 
Reserve System occurred in 
March, 1951, under our irredeem- 
able currency system. The longest 
economic recession and depression 
in our history ran from October, 
1873, to March, 1879, under an 
irredeemable currency. The length 


power 
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of that recession and depression 
was 65 months as compared with 
43 months for the recession and 
depression of 1929-1933. More- 
over, the great prolongation of 
various serious aspects of the de- 
pression, such as heavy unem- 
ployment and small capital in- 
vestment, practically up to World 
War II, occurred under an irre- 
deemable currency. 

The extreme swings in prices 
and business activity, possible un- 
der an irredeemable currency, 
cannot and do not exist to such a 
degree under a redeemable cur- 
rency. A gold money and a cur- 
rency redeemable in gold do not 
lose their purchasing: power com- 
pletely as may an irredeemable 
currency. 


(6) Our people are subjected to a 
diseased bloodstream in their 
economy. 

This diseased bloodstream in 
our economy touches every person 
who uses money. Having within 
itself great defects, it becomes an 
important causal factor in the be- 
havior of people. They become 
conscious of some of its defects 
and of the need to estimate their 
possible and probable _ conse- 
quences. A healthy currency, by 
way of contrast, is largely a pas- 
sive agent performing its func- 
tions smoothly and with little 
thought given by people to its 
quality. 

The effects of a diseased mone- 
tary bloodstream are almost end- 
less in their variety. The economic 
system becomes bloated and dis- 
torted in a multitude of ways. 
Some people prosper under these 
distortions; others suffer a gradual 
and subtle undermining of the 
value of their incomes and sav- 
ings. The latter variety of conse- 
quences apparently do not com- 
monly attract much attention until 
the damage reaches a serious stage. 
For example, on the average hold- 
ings, for the period 1945-1951, ol 
United States savings bonds, time 
deposits in all banks in the United 
States, and life insurance policies, 
the loss in purchasing power by 
1951, as compared with what 
would have been the value in 1945 
dollars, was $123,068,133,998. This 
loss on those three items alone 
during that period of seven years, 
was approximately 65 times the 
loss of $1,901,000,000 on bank de- 
posits for the period of thirteen 
years, 1921-1933. Regarding the 
latter loss, much is still written 
and spoken with emotion because 
the loss was direct and easily 
understood. But, regarding a loss 
which is 65 times greater, little 
more is offered than innocuous; 
platitudes—a fact which illustrates 
the relatively small understand- 
ing of the devastating efiects ol! 
a depreciated currency. Full real- 
ization of such facts is in large 
degree left to the widow to expe- 
rience when she attempts to util- 
ize the savings and insurance left 
for her protection. 

People have serious problems 
with which to contend even when 
a currency is sound—that is, if 
there is a fixed standard metallic 
unit, if all paper money and bank 
deposits are freely convertible 
into it, and if all credit is auto- 
matically self-liquidating. To use 
a currency which, because of its 
inherent defects, causes an end- 
less variety of economic distor- 
tions, is to multiply and magnify 
in an unnecessary and undesirable 
degree the uncertainties oi life 
and the problems with which hu- 
man beings must deal. 


B. In 


(1) All holders of dollars other 
than central banks lack the 
right to demand their redemp- 
tion. 


International Relations 


A consequence of this discrim- 
inatory situation is that such hold- 
ers of dollars are in general com- 
pelled to dispose of them at some 
disadvantage compared with 
the equality of treatment which 
would prevail if they could 
deem them at face value at their 


as 


re- 


banks, The various disadvantages 
involved show themselves in part 
in free, quasi-free, and black gold 
markets in which our non-gold 
dollars have been, or are, ex- 
changed at various rates of dis- 
count. These manifestations of the 
various degrees of dishonor under 
which our non-gold dollars have 
labored, or labor, also point to 
other unfortunate consequences— 
to the adverse effects of such 
monetary arrangements on trade, 
saving, investment, and enterprise. 


(2) Freedom of enterprise in for- 
eign trade and investment is 
restricted. 

Since gold may pass Only be- 
tween our Federal Reserve banks 
and Treasury and foreign central 
banks, regulations are devised to 
prevent gold reaching other hands. 
Regulations also prevent conver- 
sion or redemption in gold of all 
non-gold dollars except those held 
by foreign central banks. A con- 
sequence is that freedom of pri- 
vate enterprise in foreign trade 
and investment becomes sharply 
restricted. Government bureauc- 
racy in the management of inter- 
national economic intercourse be- 
comes a crippling agent. Trade 
and investment and exchange rates 
suffer distortions, distractions, and 
frustrations. These natural conse- 
quences of such government inter- 
ference with private enterprise 
evoke more government plans and 
more regulations, whereas. the 
correct solution lies in a free- 
flowing currency — gold, silver, 
paper money, bank deposits—and 
in freedom for the millions of in- 
dividuals, desirous of carrying on 
foreign trade and investment, to 
utilize their ingenuity. 


Real internationalism 
structed. 


The gold standard, redeemable 
currencies, and real international- 
ism go together. Irredeemable 
currencies are domestic curren- 
cies. Only gold and currencies 
freely convertible into gold cross 
international boundaries with ease. 

Because the United States em- 
ploys an international gold bul- 
lion standard in its dealings with 
a restricted list of foreign central 
banks, we have, to that extent, 
some of the benefits which are in- 
herent in a thorough-going gold 
standard. But these benefits are 
sharply restricted. All around this 
restricted list of central banks lie 
a multitude of individuals, and 
enterprises, who are deprived of 
the benefits to be had from a 
thorough-going gold standard open 
to all for use. 

For many generations prior to 
1914, the degree of freedom in 
international trade, investment, 
and travel apparently reached the 
highest level ever attained. Since 
that time irredeemable currencies 
have engulfed one nation after an- 
other. Being nationalistic in nature, 
these currencies have become, 
along with wars, major instrumen- 
talities in impairing or destroying 
freedom of intercourse among na- 
tions. A paradox of modern times 
is the vigorous argument in behalf 
of freer international relations 
while at the same time there is 
almost universal defense of irre- 
deemable currencies. The gold 
standard, internationalism, and 
human freedom are natural com- 
panions. Their opposites, and com- 
panions in evil, are irredeemable 
currencies, obstructions to inter- 
national intercourse, and govern- 
ment dictatorships. 


II 


Unethical Elements in Our 
Currency System 


(3) is ob- 


(1) The legends on our money are 
imaccurate. 

Although the legends cn our 
paper money are the same for all 
holders, the fatts are that the 
holders are treated differently. 
For example, if the legends on the 
Federal! stated the 
would read 
“If this 


Reserve notes 
they 


follows 


facts correctly 


substantially as 
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note is held by a foreign central 
bank on the ‘'lreasury’s restricted 
list, it will be redeemed in goid 
upon presentation at a Federal 
Reserve bank or the United States 
Treasury. All other holders may 
exchange it only for another vari- 
ety of non-gold currency.” 


(2) Privilege without correspond- 
ing responsibituy is grunted 
Federal Reserve banks and 
the United States Treasury. 


Since our United States Treas- 
ury and Feaeral Reserve banks 
are authorized to issue bills of 
credit as money without being re- 
quired to redeem them, there is 
in this arrangement a case of spe- 
cial privilege without correspond- 
ing responsibility. This is in con- 
flict with the standards employed, 
as to the rights and responsibili- 
ties of our people, in our body of 
contract law. Privilege without 
corresponding responsibility is, in 
principle, repugnant to defensible 
standards of ethics, and it is out 
of harmony with the best tradi- 
tions of our people. 


(3) Treatment of bills of credit 
as “coined” paper money vio- 
lates the ethics of contracts 
on which a modern economic 
system depends. 


Since the irredeemable paper 
money issued by the United States 
Treasury and Federal Reserve 
banks is in nature bills of credit, 
the effort to treat them as “coined” 
paper money involves an at- 
tempt to convert a credit instru- 
ment into money—to pass a prom- 
ise as the thing promised. The 
ultimate destiny of credit instru- 
ments is to be redeemed. Our 
body of contract law, applicable 
to all people in this nation, other 
than our Treasury and Federal 
Reserve banks, finds no ethical 
principle by which to convert ir- 
redeemable bills of credit into 
defensible credit instruments or 
final means of payment. The fact 
that our Treasury and Reserve 
banks contravene these well-rec- 
ognized standards of defensible 
business ethics does not alter the 
validity of the standards employed 
in our body of contract law; it 
simply reveals a case of violation 
of these commonly accepted 
standards. 


(4) Use of irredeemable bills of 
credit by a government and 
its authorization to banks to 
issue irredeemable promises 
to pay as money are evidence 
of fiscal or moral bankruptcy 
of that government. 

The issuance of irredeemable 
bills of credit and their enforced 
use as money not only contravene 
basic standards of moral behavior 
embodied in contract law over a 
period of many generations but it, 
of necessity. stands as proof of 
either fiscal or moral bankruptcy 
on the part of the government in- 
volved. 

Ill 
Legal Conflicts 


(1) Legal tender law nullified in 
part by other laws. 

Although the so-called Thomas 
Amendment of May 12, 1933, and 
Public Reso!ution No. 10, approved 
June 5, 1933, improperly gave the 
full legal tender quality to all our 
coins and paper money, and al- 
though Section 15 of the Gold 
Reserve Act of Jan. 30, 1934, in- 
cluded gold certificates in the 
term “currency of the United 
States,’ other provisions of law 
provide that gold certificates may 
not be emploved domestically ex- 
cept by Federal Reserve banks 
and the Treasury for use among 
themselves. Therefore, although 
gold certificates are declared to 
be full legal tender, they are pro- 
hibited by law from performing 
their functions domestically as a 
legal tender currency. 

Although Federal Reserve wotes 
were (improperly) given the qual- 
ity of full legal tender in 1933. 
they may not serve as lawful 
money (and properly so) against 
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Not Time for Return to 
Redeemable Currency 


By WM. McC. MARTIN, JR.* 


the deposits held by Federal Re- 
serve vanks. 

Aithougn all Treasury currency, 
which may circuiate domestically, 
Was given t..e quality of fuil legal 
tender in 1935, none of it may 
serve as reserve against deposiis 
in Federal Reserve banks. 


(2) Peculiarities of the legal situ- 
ation in respect to reserves 
held by Fede:al Reserve tanks 
against their notes and de- 
posits. 

These legaily-required reserves 
are gold certificates which are de- 
clared to be iuil legal tender. But 
this legal tender reserve cannot 
perform the functions of legal ten- 
aer since it cannot be paid out 
acmestically. 

Although these reserves are 
maintained and computed against 
the aggregate of Federal Reserve 
notes issued by, and deposits held 
«1, Federal Keserve banks, these 
reserves can be drawn down only 
Jy specified foreign central banks 
to the extent that they hold those 
deposits and Federal Reserve 
notes. Therefore these reserves, 
under our law, perform a type of 
function in respect to the Federal 
Reserve notes and deposits held 
by foreign central banks which 
they cannot perform in respect to 
the same type of note and deposit 
held domestically. The discrimi- 
nation is against domestic holders 
and in favor of foreign central 
banks. 

Another peculiarity of the re- 
serves of Federal Reserve banks 
against their deposits is that it 
has not been possible, since June 
12, 1945, for those banks to count 
Treasury currency, other than gold 
certilicates, as part of their re- 
serve against their deposits. Prior 
to that date, such currency could 
be so counted, and properly so. 

Thus we have this anomalous 
arrangement: Treasury currency 
which the people of the United 
States are required to use may 
not be employed by the Federal 
Reserve banks as reserve against 
their deposits; the only money 
lawtul for reserve in Federal Re- 
serve banks against their deposits 
cannot be paid out domestically; 
the only asset cash (Treasury cur- 
rency) which the Federal Reserve 
banks may pay out domestically 
cannot be used as reserve against 
their deposits. 


IV 
A Constitutional Question: and 
the Issue of the Abuse of a 
Legislative Power 

Paper money issued by 
United States government is in 
nature bills of credit. (Veazie 
Bank v. Fenno, 8 Wall., 548-549; 
1869.) The meaning of “bills of 
credit” in the United States Con- 
stitution has been made clear in 
various decisions of the United 
States Supreme Court—for exam- 
pile in the Legal Tender Cases 
(12 Wallace, 457-681; 1870) and 
in the case of Craig v. State of 
Missouri (4 Peters, 431; 1830). In 
the latter case, in which the Court 
dealt with the meaning of bills of 
credit as used in Art. I, Sec. 10, of 
the Constitution of the United 
States, which provides that “No 
state shall ... emit bills of credit,” 
the Court asked and answered 
these questions: “What is a bill 
of credit? What did the Constitu- 
tion mean to forbid? .. . The word 
emit’ is never employed in de- 
scribing those contracts by which 
a state binds itself to pay money 
at a future day for services actu- 
ally received, or for money bor- 
rowed for present use; nor are 
instruments executed for such 
purposes, in common language, 
der.cminated ‘bills of credit.’ To 
‘emit bills of credit,’ conveys to 
the mind the idea of issuing paper 
intended to circulate through the 
community for its ordinary pur- 
poses, as money, which paper is 
redeemable at a future day. This 
is the sense in which the terms 
have been always understood.” 
This contention was repeated in 
Contnued on page 37 


the 


Chairman, Board of Governors 


of the Federal Reserve System 


Chairman Martin contends there would be no advantage at 

this time to establish redeemability of the currency in gold, 

since there is universal confidence in the doilar and no fur- 

ther safeguards are required to prevent its erosion. Points to 

strained international situation as reason for delay in return 
to fully redeemable currency. 


Of the four bills now before 
this Committee, the one on which 
I should like particularly to com- 
ment is S. 2332. This is a bill, 
as tne pream- 
ble states, “To 
resume the re- 
demption of 
currency in 
gold in order 
to restrain 
further deter- 
ioration of the 
dollar and to 
curb further 
inflation. .. .” 

Section 2 
describes the 
measure asone 
to strengthen 
confidence in 
the dollar, to 
minimize inflationary pressures, to 
protect holders of savings bonds, 
owners of savings deposits and in- 
surance policies, and those de- 
pendent upon pensions, fixed sal- 
aries, or wages. 

I have frequently referred to 
the role of the Federal Reserve 
System as that of a trustee. Its 
cardinal purpose is to help safe- 
guard the dollar. Therefore, I 
would, of course, subscribe whole- 
heartedly to the worthy objectives 
stated in S. 2332. But as the mem- 
bers of this Committee know, 
there is no magic formula and no 


W. McC. Martin, Jr. 


*Statement by Chairman Martin before 
the Subcommittee on Federal Reserve 
Matters of the Senate Committee on 
Banking and Currency, Washington, D. C. 
March 20, 1954. 


simple device for achieving these 
goais. Confidence in the dollar 
rests upon a complex of important 
factors of which monetary as weil 
as fiscal policies are an indispens- 
able part. In performing its role 
as a trustee, the Federal Reserve 
System’s objective is to do what 
it can not only to prevent infla- 
tion, but also to prevent deflation. 
That is why we have traveled 
from a policy of monetary re- 
straint when inflationary pres- 
sures threatened early in 1953 to a 
policy of active ease which has 
prevailed now for many months. 

As I see it, the question before 
this Committee is this: Is it de- 
sirable to enact legislation at this 
time to establish redeemability in 
gold now, or, as Section 11 pro- 
poses, one year after the date oi 
enactment of this bill? 

It is an easy and familiar tactic 
to say, “Well, this is not the time,’ 
if you are against some measure 
but do not want to say so frankly. 
I do not think this is the time 
for this measure, but I would not 
go so far as to say there wil! 
never be a time when it might be 
desirable. My reason for think- 
ing this it not the time is simply 
that I would see no advantage to 
be gained, no need for further 
safeguards, now. There is uni- 
versal confidence in the doliar, Its 
value is not being further eroded. 
That threat does not hang over us 
today. I would see no good rea- 
son for disturbing the present sit- 
uation by taking this step now, 
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and I would prefer not to take it. 
As I indicated, I can conceive of a 
situation in which it might be a 
definite reassurance. If the coun- 
try’s solvency were in question, if 
we were witnessing a flight from 
the dollar, then it might help to 
regain confidence by making the 
dollar redeemable in gold as part 
of a program of fiscal and mone- 
tary reformation. There might be 
other occasions when this measure 
would be an added reassurance in 
the minds of enough people to 
make it so—regardless of its in- 
herent merits or demerits. Mani- 
festly, the situation would be en- 
tirely different if the world were 
at peace, if the fears that now 
haunt it were banished, and if 
there were no iron curtains. 

No doubt this step at this time 
would entail risks. It is for the 
Committee to evaluate them. Cer- 
tainly it is worth while to take 
risks, even serious ones if neces- 
sary, to safeguard the country 
from even greater dangers. But 
there is no danger, present or 
prospective, that this measure 
would avert. I cannot see how 
the universal confidence that ex- 
ists today would be enhanced by 
this measure at this time. Under 
these circumstances, it seems to 
me that it is not worth while to 
take the risks. 

I need not assure you that the 
Federal Reserve System will con- 
tinue to do all that it can to min- 
imize inflationary pressures on 
the upside and deflationary pres- 
sures on the downside. That is the 
goal we all seek. 

It seems to me that you have to 
decide whether you want S. 2332 
before you can decide whether 
you also want the bills numbered 
S. 13 and S. 2364 which contem- 
plate the holding of gold for the 
public and the establishment of a 
free gold market in the United 
States. The other measure before 
you, S. 2514, in effect proposes 
the reintroduction of the bimetalie 
standard. I can discover nothing 
in the history of our experience 
with national bimetalism to jus- 
tify the adoption of such a mea- 
sure, 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Building and Construction Industry — Analysis in current is- 
sue of “Market Pointers’—Francis Ll. du Pont & Co., 1 Wall 
Street, New York 5, N. Y. In the same issue is a brief 
analysis of Jets and a list if medium to popular priced stocks 
with High Yields. Also available is an analysis cf Coca-Cola 
Company. In the current issue of “Gleanings” are brief 
analyses of American Seating Company and Pacific Petro- 
leums, Ltd., and tnree selected lists of commoi stocks for 
Portfolio. 

Functions of a Municipal Financial Consultant —J. Basil Ram- 
sey — reprinted from “Municipal Finance” Wainwright & 
Ramsey, Inc., 70 Pine Street, New York 5, N. Y 

Investment Opportunities in Japan—Circular—Yamaichi Secu- 
rities Co., Ltd., 111 Broadway, New York 7, N. Y. 

Oil Industry—Analysis—Thomson & McKinnon, 11 Wall Street, 
New York 5. N. Y 

Over-the-Counter Index—-Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 

Pennsylanvia School Authorities — Brochure on financing of 
school building programs by school authorities in Pennsyl- 
vania—Butcher & Sherrerd, 1500 Walnut Street, Philadelphia 
2, Pa. 

Plastics With a Backbone — Circular — Troster, Singer & Co., 
74 Trinity Place, New York 6, N. Y. 

Pulp Industry in Japan—Analysis in current issue of Nomura’s 
Investors Beacon—Nomura Securities Co., Ltd., 61 Broadway, 
New York 6, N. Y. Also in the same issue are analyses of 
the Electric Wire and Cable Industry and Spinning Industry 
and discussions of Investment Trusts in Japanese Economy 
and current foreign trade. 

Stock Splits—List of candidates for stock splits or stock divi- 
dends—Sutro Bros. & Co., 120 Broadway, New York 5, N. Y. 

Titanium—Analysis —H. Hentz & Co., 60 Beaver Street, New 
York 4,N.Y. Also available are analysis of Black & Decker 
Manufacturing Co., Vitro Corporation of America, Pepsi-Cola 
Co. and a brief discussion of New York Central. 

* x * am 

Aircraft Radio Corp.—Memorandum—C. E. Unterberg, Towbin 
Co., 61 Broadway, New York 6, N. Y. 

Aluminium Limited—Annual report—Aluminium Limited. Box 
6090, Montreal, Que., Canada. 

American Marietta Company — 
Corporation, 120 Broadway, New York N. Y. 
able are analyses on Central Indiana Gas, 
Thermit. 

American Telephone & Telegraph Company—Annual report— 
American Telephone and Telegraph Company, 195 Broadway, 
New York 7, N. Y. 

Armco Steel Corporation — 1953 annual report — Armco Steel 
Corporation, Middletown. Ohio. 


Bank of America, N. T. & S. A.—Analysis—The Milwaukee 
Company, 207 East Michisan Street, Milwaukee 2, Wis. Also 
available are analyses of Central Maine Power Company, 
liarnischfeger Corporation, and Kaiser Steel Corporation. 

Bohn Aluminum and Brass Corporation — Analysis - 
Heller & Co., 30 Pine Street, New York 5. N.Y 

arid eport Brass Company—Annual report—Bridgeport Brass 
Company, Bridgeport, Conn. 

Bymart-Tintair, Inc.—Data—Lewis & Stoehr, Inc., 80 Broad 
Street, New York 4, N. Y. 

Cents i Vermont Public Service Co.—Analysis 
Co ll Broadway, New York 6, N. Y. 

Chicago, Rock Island & Pacific vs. Southern Railway—Bul- 


recut (No. ~ a “Smith, Barney & Co., 14 Wall Street, New 
. Po BN. 


Christiana Securities Co. 

120 , New 

Commonwealth Edison 

eet. New York 4. N. Y 

El baso Natural Gas Company—Annual report—El Paso Nat- 
ural Gas Company, El Paso. Tex. 


Study — New York Hanseatic 
5, 


Also avail- 


and Metal & 


- Stanley 


—Ira Haupt & 


Bulletin 
York 5,N. Y 


3ulletin — Hirsch & Co., 25 Broad 


Laird, Bissell & Meeds, 


Broadway 
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Emhart Manufacturing Co.—Memorandum—Eddy Brothers & 
Co., 33 Lewis Street, Hartford 3, Conn. 

Equitable Life Assurance Society of the United States—Annual 
report — Equitable Life Assurance Society of the United 
States, 393 Seventh Avenue, New York 1, N. Y. 

Ford Motor Co. of Canada—Memorandum—Hemphill, Noyes & 
Co., 15 Broad Street, New York 5, N. Y. 

Gillette Company—Analysis—Lee Higginson Corporation, 50 
Federal Street, Boston 7, Mass. 

Haile Mines, Inc.—Report—Butler, Candee & Moser, 44 Wall 
Street, New York 5, N. Y. 

Iowa Southern Utilities Company—Analysis—G. A. Saxton & 
Co., Inc., 70 Pine Street, New York 5, N. Y. 

Kaiser Aluminum & Chemical Corporation—Report—The First 
Boston Corporation, 100 Broadway, New York 5, N. Y. 

Kaiser Steel Corporation—Analysis—Hill Richards & Co., 621 
South Spring Street, Los Angeles 13, Calif. 

Kennametal, Inc.— Analysis—Moore, Leonard & Lynch, Union 
Trust Building, Pittsburgh 19, Pa. 

Laclede Steel Company—Analysis—Edward 
300 North Fourth Street, St. Louis 2, Mo. 
Lion Oil Company—Annual report—Public Relations Depart- 
ment, Lion Oil Company, 811 Lion Oil Building, El Dorado, 

Ark. 

Mountain States Telephone & Telegraph Co. — Card memo- 
randum—Amos C. Sudler & Co., First National Bank Build- 
ing, Denver 2, Colo. 

North American Life Insurance Company—Analysis—Crut- 
tenden & Co., 209 South La Salle Street, Chicago 4, Il. 


Oswego Falls Corporation—Analysis—Aetna Securities Corpo- 
ration, 111 Broadway, New York 6, N. Y. Also available is 
a memorandum on Webster Chicago Corp. 

Riverside Cement Company—Analysis—Ask for report T-31— 
Lerner & Co., 10 Post Office Square, Boston 9, Mass. 

Sinclair Oil Corp.—Memo:randum—Shearson, Hammill & Co., 
14 Wall Street, New York 5, N. Y. 

Southern Union Gas—Analysis—Doyle, O’Connor & Co., 135 
South La Salle Street, Chicago 3, Ill. 


Spencer Chemical Co.—Data—Bache & Co., 36 Wall Street, 
New York 5, N. Y. Also available is data on Transamerica 
Corporation and Holland Furnace Co. 

Saaty Fuel Injector Corp.——Circular—D’Avigdor Co., 63 Wall 
Street, New York 5, N. Y. 

U. S. Vitamin Corporation — Report — Loewi & Co., 225 East 
Mason Street, Milwaukee 2, Wis. Also available is an anal- 
ysis of Glenmore Distilleries Co. 


D. Jones & Co., 





BALTIMORE SECURITY TRADERS ASSOCIATION 
The Baltimore Security Traders Association will hold its 
Nineteenth Annual Summer Outing on May 14, 1954, at the Coun- 


try Club of Maryland. Joseph G. Strohmer, John C. Legg & Co., 
Chairman, Entertainment Committee. 


SAN FRANCISCO-LOS ANGELES SPRING OUTING 


The San Francisco Security Traders Association and the Se- 
curity Traders Association of Los Angeles are holding a Spring 
outing in Fresno, Calif., on the weekend of May 2l1st, 22nd and 
23rd. It will be the first time that the two organizations have had 
a meeting together, and, as a consequent result, it is felt that the 
attendance from Los Angeles and San Francisco will be 100%. 
This is an ideal opportunity for any and all members of the Na- 
tional Security Traders Association to meet with the members of 
the Los Angeles and San Francisco affiliates. In addition, the 
opportunity is afforded to visit San Francisco prior to the outing 
and Los Angeles after the outing or vice versa. It is felt that there 
will be a very large number in attendance from the other Security 
Traders affiliates in the 11 western states. 

Fresno is midway between Los Angeles and San Francisco. 
It is approximately 200 miles from each city. It is readily acces- 
sible by plane. train, bus or private car. The Hacienda-Fresno will 
be our headquarters, and this is the most modern motor hotel in 
the west. There are two swimming pools, guest privileges at golf 
courses, horse back riding, and excellent fishing within 25 miles 
of Fresro. The weat er at that time of the year should be ideal, 
but if it is warm, every room is individually air-conditioned. Rates 
ere mo-:er*te, and delicious meals are available at the hotel. Asa 
matter of fact, it has entertainment facilities for 1,500. 

The Security Traders Association of Los Angeles is offering 
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Another TONI? — BYMART TINTAIR inc. Common 
Largest Selling, Nationally Known Home Hair Dye 





COMING 
EVENTS 


In Investment Field 





Mar. 31-April 1, 1954 (Chicago, 
Hil.) 

Central States Group Invest- 
ment Bankers Association of 
America, 18th annual conference 
at the Drake. 


Apr. 12-16, 1954 (Philadelphia, 
Pa.) 

Institute of Investment Bank- 
ing second annual session at the 
University of Pennsylvania (spon- 
sored by the Investment Bankers 
Association of America and the 
Wharton School of Finance and 
Commerce. 


Apr. 29, 1954 (New York City) 
Association of Customers Brok- 


ers anniversary dinner at the 
Hotel Roosevelt. 


Apr. 29-30, 1954 (St. Louis, Me.) 


St. Louis Municipal Dealers 
Group annual outing. 


May 7, 1954 (New York City) 


Security Traders Association of 
New York annual dinner at the 
Waldorf-Astoria. 


May 9-11, 1954 (Dallas, Tex.) 

Texas Group Investment Bank- 
ers Association 19th Annual Meet- 
ing. 


May 12-14, 1954 (Boston, Mass.) 


Board of Governors of Associa- 
tion of Stock Exchange Firms 
meeting. 


May 14, 1954 (Baltimore, Md.) 


Baltimore Security Traders As- 
sociation 19th annual summer out- 
ing at the Country Club of Mary- 
land. 


May 16-20, 1954 (Chicago, TL.) 

National Federation of Finan- 
cial Analysts Societies Conven- 
tion at the Palmer House. 


May 21-23, 1954 (Fresno, Calif.) 

Security Traders Association of 
Los Angeles-San Francisco Secu- 
rity Traders Association joint 
Spring Outing at the Hacienda- 
Fresno. 


June 4, 1954 (Chicago, Il.) 


Bond Club of Chicago 41st an- 
nual field day at the Knollwood 
Club, Lake Forest, Il. 


June 4, 1954 (New York City) 


Bond Club of New York 30th 
annual field day at the Sleepy 
Hollow, Country Club, Scarbor- 
ough, N. Y. 


June 9-12, 1954 (Canada) 


Investment Dealers’ Association 
of Canada Annual Convention at 
Jasper Park Lodge. 


June 11, 1954 (New York City) 


Municipal Bond Club of New 
York 2ist annual outing at West- 
chester Country Club and Beach 
Club, Rye, N. Y. 


June 16-17, 1954 
Minn.) 


Twin City Bond Club annual 
picnic cocktail party, Hotel Nicol- 
let June 16; field day and golf 
tournament, White Bear Yacht 


(Minneapolis, 


Continued on page 47 Club, June 17. 
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New York City Banks Under 
Easy Money Conditions 


By MORRIS A. SCHAPIRO* 


M. A. Schapiro & Co., 


Inc., New York City 


Bank stock specialist, noting recent lowered interest rates, 
examines the impact of easy money on New York banks. Says 
easy money policies are not necessarily a threat to the earning 
power of banks and may be even helpful, if accompanied by 
measures which recognize the realities of bank operations. 
Scores higher reserves required of New York banks, but points 
out a favorable deposit trend, along with reduced reserve 


requirements last July together 


with removal of excess profits 


tax has maintained bank earnings. 


Recent changes in interest rates 
cause stockholders to ask—‘“How 
are our banks affected by easy 
money?” Because New York City 
is the coun- 
try’s most im- 
portant money 
center, its 
banks are 
more sensitive 
to such 
changes. 

- $Sinee easy 
money has 
‘been with us 
“since last May, 
- it is now time 
- to examine its 
‘impact on 
these banks. 
The fact is 
that, so far, 
the New York banks as a group 
continue to show stable earning 
power. 

It is agreed that monetary man- 
agement, to be successful, must 
safeguard the earning power of 
financial . institutions, including 
commercial banks. 

Easy money policies are not 
mecessarily a threat to the earning 
power of banks. In fact, such pol- 
icies can be helpful if accom- 





Merris A. Schapiro 


panied by measures which recog-' 


mize the realities of bank opera- 
tions. 


Operating Penalty 


Against the background of eco- 
momic changes which have already 
occurred, however, it is now clear 
that present monetary policies 
make it imperative for the New 
York and Chicago “Central Re- 
serve” city bankers to petition the 
Federal Reserve authorities for 
weelassification to “Reserve” city 
status. The distinction between 
these two designations, which im- 
pose higher reserve requirements 
on these New York and Chicago 
banks, although valid at the time 
the Federal Reserve Act became 
Jaw in 1913, has long since lost 
its justification. As long ago as 
July, 1922, a similar situation was 
officially recognized by the Fed- 
eral Reserve Board when, at the 
request of the St. Louis bankers, 
that city was reclassified from 
“Central Reserve” the “Reserve” 
city. 

Nevertheless, this distinction 
continues in New York and Chi- 
«ago, and because of it, the 35 
banks in these cities must main- 
fain required reserves of 22% 
against 19% for the 319 member 
banks in the 53 Reserve cities. In 
Wew York City, this means that 
an additional $650 million of po- 
tential earning assets are im- 
pounded, a penalty costing these 
New York banks and their stock- 
tholders at least $6 million an- 
mually in lost income. 


Reclassification Urgent 


Despite the flexible easy money 
Program initiated last Spring, 
bank earnings have been main- 
tained. However, if this easy mon- 
ey continues to develop, commer- 
«ial banks everywhere must view 
with increasing concern the large 
portion of their deposits now 
frozen in the form of required 
reserves. For the large New York 





*An address by Mr. Schapiro at a 
@necting of the New York Society of Se- 
<urity Analysts, New York City, March 
25, 1954. 


and Chicago banks, these required 
reserves averaged $6 billion in 
January, 1954. A reduction in re- 
serve requirements would permit 
a shift to member bank portfolios 
of earning assets now held by the 
Federal Reserve. 


Last week, the prime commer- 
cial rate was cut from 3%% to 
3%, the first reduction in over 20 
years and a direct consequence of 
the easy money policy. In view 
of the present broad base of bank 


_ operations, this reduction is cer- 


tainly not critical. But, it does 
place new urgency in the question 
of the level of reserve require- 
ments, discriminatory differen- 
tials, and other problems affecting 
bank operations. 


Since World War II, operating 
expenses in New York City show 
a 100% increase. Nevertheless, the 
New York City banks were able, 
despite high taxes, to improve 
their earning position through ex- 
panding loans and investments at 
steadily higher rates of interest. 
But, expenses cannot be reduced 
automatically to accommodate a 
reduction of the rate. 


The monetary authorities, of 
course, are not unaware of the 
operating requirements of mem- 
ber banks and, to be sure, con- 
sideration will be given to protect 
their earning needs. There is every 
reason to believe that the Federal 
Reserve Board will entertain se- 
riously any request from banks 
unfairly affected by discrimina- 
tory reserve requirements 


The initiative for the correction 
of the situation in New York and 
Chicago, it would seem, can prop- 
erly be taken by the bankers 
themselves. Surely, under present 
conditions, the Board must recog- 
nize that these banks can no long- 
er afford to await a full scale 
Congressional overhaul of the en- 
tire system of reserve require- 
ment statutes. 


Earnings Maintained 


Meanwhile, the question re- 
mains—How are the New York 
banks doing now? Analysis indi- 
cates that net current operating 
earnings for the first half of this 
year will equal, if not surpass, 
the results in the comparable pe- 
riod a year ago. In fact, results 
for the first quarter will show 
gains averaging 10% ahead of the 
corresponding quarter of 1953. In 
addition, there will be security 
profits in contrast with the se- 
curity losses of last year. 


Net current operating earnings 
of 17 large New York City banks 
in 1953 were $173,600,000, a rate 
of 7% on stockholders’ equity of 
$2,460,000,000. Based on current 
rates and extras, total cash divi- 
dends call for $104,000,000, or 4% 
on these capital accounts. 


It would be unreasonable at this 
time to project the results for 1954 
on the basis of the favorable 
showing for the first quarter. The 
year will depend primarily on the 
continued increase in the total of 
earning assets since a possible re- 
duction in future loan income can 
only be overcome by gains in in- 
come from expanding investments. 
The trend of expanding invest- 
ments came as an immediate con- 
sequence of the shift from tight 
to easy money in the spring of 





last year. It was on May 13 that 
the earlier downward trend in 
New York City bank deposits was 
reversed. 

New Trend 


The new deposit trend is re- 
flected in the New York Clearing 
House figures. From the week of 
May 13, the low point, average 
daily net demand and time de- 
posits of these banks rose from 
$23,436,000,000 to $25,200,000,000 
in the week of March 17, last, a 
gain of $1,761,000.000, or 742%. 

This favorable deposit trend, 
coupled with the reduction in July 
of reserve requirements from 24% 
to 22%, resulted in a continuing 
expansion in the total of loans 
and investments. 

With loans relatively steady, 
total investments of the New York 
“Central Reserve” city banks stood 
last week at $10,026,000,000 versus 
$8,145,000,000 in the week of May 
13, a gain of $1,881,000,000, or 23%. 

Investment analysts recognize 
that the average position for a 
period is more meaningful than 
the specific figure for a single day. 
Thus, the weekly investment po- 
sition so far this year has aver- 
aged $9,741,000,000, a gain of $1,- 
134,000,000 or 13% above the $8,- 
607,000,000 average for the first 
half a year ago. -This increase in 
average investments is six times 
greater than the 1.6% decline in 
average loans. Moreover, the 
weekly loan average for the year 
to date of $12,220,000,000 is down 
only $192,000,000 from the $12,- 
412,000,000 average in the first 
half of 1953, as shown in the fol- 
lowing table. 


Average Loans and Investments 
(In millions of dollars) 
953 








1 1954 
ist half 2nd half 11 wks. 
Average loans___-_- $12,412 $12,514 $12,220 
Aver. investments 8,607 9,421 9,741 


Total 21,019 21,935 21,961 


Investment Pattern 


Average commercial loans in- 
cluded in these totals stand at 
$8,116,000,000, down 5% from 
$8,546,000,000 a year ago. Com- 
position of the loan totals, of 
course, comprises many classifica- 
tions of borrowers, amounts, terms, 
and rates, and their proportions 
vary from bank to bank. A con- 
siderable amount of older low- 


yielding loans are still carried and, 
as these mature, they are being 
renewed at rates higher than those 
originally set. 


A positive factor in the loan 
cutlook is further borrowing for 
tax and working capital purposes. 
The effects of easy money, while 
soon reflected in securities, are 
considerably slower in appearing 
in loans. From all indications, cur- 
rent interest income is estimated 
to be running at or above the 
$582,700,000 reported for 1953 by 
the 17 banks. This represented an 
over-all yield at 2.82%; with 
$410,100,000 from loans—a yield of 
3.50%, and $172,600,000 from in- 
vestments—a yield of 1.94%. 


The present earnings situation 
seems clear. A pattern of ex- 
panding investments, namely in- 
creased holdings of government 
and tax-exempt securities, com- 
bined with the full effects of the 
advantageous yields obtained 
through large-scale switching 
operations, dominates the earnings 
picture. Further, these banks par- 
ticipated in the recent Treasury 
offerings of intermediate securi- 
ties with favorably affected port- 
folio yields, as 273%, 234%, and 
215% replaced lower coupons. So 
far investments have more than 
countered the lower trend in loans. 


Operation Flexibility 


Current operating expenses are 
still rising but not so rapidly as 
in previous years. Last year, the 
figure for the 17 banks was $378 
million and, while not strictly 
comparable (because of mergers), 
shows a rise of 100% over $189 
million of 1945. 


Current tax accruals will be 
lower this year for the banks as a 
group because they are no longer 
subject to excess profits taxes. 
Last year banks were generally 
affected by the threat of this tax. 
The tax situation, as always, dif- 
fers from bank to bank. Several 
banks actually accrued excess 
profits taxes in 1953. Naturally, 
these will enjoy the largest bene- 
fits from the expiration of that 
tax. Current tax accruals are esti- 
mated at 46% of pre-tax earnings 
versus 49.1% last year. 

Another major consequence of 
the easy money policy has been 
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the sharp rise in bond prices. To- 
day banks have large portfolio 
appreciation against the severe 
depreciation of last year. Current 
period earnings are already im- 
portantly augmented by profits 
from sales of securities versus the 
losses registered in 1953. Such se- 
curity profits will continue to 
make t!.eir appearance as banks 
seek to convert ordinary income, 
taxable at 52%, into long-term 
capital gains, taxable at the 26% 
rate. 

Thus, the outlook for banks un- 
der the easy money policies will 
depend not alone’ on the deci- 
sions of the monetary authorities. 
Perhaps, even more, it will de- 
pend upon the flexibility of bank- 
ers themselves and on their readi- 
ness to adapt their operations to 
these changing conditions. Above 
all, they must recognize that the 
easy money policies are not neces- 
sarily destructive. 


New S. F. Exch. Member 


SAN FRANCISCO, Calif. — 
Ronald E. Kaehler, President of 
the San Francisco Stock Ex- 
change, has announced that the 
Governing Board has _ elected 
John G. Kinnard to membership 
in the Exchange, effective March 
30, 1954. 

Mr. Kinnard is a general part- 
ner in the firm of John G. Kin- 
nard & Company with head- 
quarters in Minneapolis, Minn. 

Mr. Kaehler said that the pur- 
chase of a seat on the San Fran- 
cisco Stock Exchange by this Min- 
neapolis firm indicates the in- 
creasing interest’ in West Coast 
securities. 


Three With Prescott Co. 


(Special to Tue Frnanctat Curontcis) 


CLEVELAND, Ohio — Earl D. 
Ferguson, Michael Russell and St. 
Clair M. Smith are now connected 
with Prescott & Co. National City 
Bank Building, members of the 
New York and Midwest Stock 
Exchanges. Mr. Ferguson in the 
past was an officer of Republic 


Securities Corp. and First Na- 
tional Securities Corp. of Cleve- 
land. 
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WM. E. POLLOCK 


March 26, 1954. 





$1,815,000 


The Central Railroad Company of New Jersey 
Equipment Trust of 1954 


3%% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $121,000 annually from April 1, 1955 to 1969, inclusive 


To be guaranteed unconditionally as to payment of the principal and dividends by endorsement 
by The Central Railroad Company of New Jersey 


MATURITIES AND YIELDS 


(Accrued interest to be added) 


1955 2.00% 1960 3.00% 1965 3.15% 
1956 2.25 1961 3.00 1966 4.20 
HH 1957 2.50 1962 3.05 1967 3.25 
1958 2.75 1963 3.10 1968 3.25 
1959 2.90 1964 3.125 1969 3.25 
Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Comm is ion. 
The Offering Circular may be obtained in any State in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
R. W. PRESSPRICH & CO. 


& CO., INC. 


¢ 


FREEMAN & COMPANY 
McMASTER HUTCHINSON & CO. 
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Business Cycles 


By ROGER W. BABSON 


Asserting his belief first half of 1954 will be fairly good Mr. 
Babson points out business is partly a psychological affair, 
holding stock prices up when people are more impatient to buy 
than to sell. It is this alternative mass impatience, whether to 
buy or sell, that is one cause of the business cycle. Contends 
if the combined analyses of all sections showed the nation to 
be frightened and impatient for security, only then a business 


decline may be 


It is sad that men of equal ex- 
perience and intelligence so to- 
tally disagree as to the outlook 
for 1954. I am one of few who be- 
lieve that at least the first half 
of the year will be fairly good. 


Are We As We Think? 


Business is partly, but not 
wholly, a _ psychological affair. 
Constructive thinking aids both 
business health and our physical 
health. Too 
many people 
are optimistic 
or pessimistic 
due to their 
physical con- 
dition, to the 
newspaper 
headlines, and 
to what radio 
commentators 
say. But these 
menmay 
guess at their 
conclusions, 

Most people 
think that 
Reger W. Babson stocks go up 
when there are more buyers than 
sellers, and go down when there 
are more sellers than buyers. 
This is a totally wrong be- 
lief, as there can never be a 
seller without a buyer, nor a 
buyer without a seller. Stocks go 
up when people are more im- 
patient to buy than to sell; and 
stocks go down when people are 
more impatient to sell than to 
buy. The same principle applies 
to general business, real estate 
sales, and even wages. The im- 
patience to buy, or to sell, de- 
termines prices. Impatience to 
buy, followed by impatience to 
sell, followed again by impatience 
to buy, causes business cycles. 


How to Measure Impatience 


No one as yet has discovered 
how to measure mass impatience. 


safely forecast. 


Photographers claim they can do 
it by pnocographing and studying 
the faces of the people on the 
streets, or in stores, or at public 
gatherings. Physicians claim they 
can measure the relative impa- 
tience of their “patients” who call 
upon them. The Dow-Jones theo- 
rists think they can determine the 
relative impatience of people by 
a study of their charts; but I have 
never found any chartists who be- 
came rich by such a study! Stat- 
isticians hope that the mechanical 
brains being developed by the 
International Business Machines 
Corporation, or Remington Rand, 
or National Cash Register Com- 
pany will solve the problem. I, 
however, have more faith in the 
work of Dr. Ernest Furchtgott, 
Professor of Psychology, Univer- 
sity of Tennessee, Knoxville, 
Tenn. 


Our brains, hearts, and other 
organs are constantly sending out 
electrical waves; perhaps our en- 
tire body is sending out such 
waves. It is entirely possible that 
our impatience, ambition, self- 
control, worries, courage, and 
even spiritual factors (which are 
forces that make for prosperity 
or depressions) could be ascer- 
tained by studying the electric 
waves or chemical compounds 
which our skin is constantly 
throwing off. If it is possible to 
diagnose individuals individually, 
we should be able to diagnose a 
community en masse. I forecast 
this will be done some day, first 
analyzing the Ph of the sputum of 
the group. 


A Final Thought 


Television broadcasting stations 
are now sending waves into our 
homes. By studying the faces of 
speakers, when unconsciously in 
repose, it may be possible to 
know their character and attitude 


toward life. This was well il- 
lustrated by Senator Estes Kefauv- 
er’s crime hearings which were 
shown two years ago on televi- 
sion. Now let us assume that a 
leading broadcasting station tem- 
porarily shuts down daily for two 
minutes and that every public 
group becomes a sending station 
and broadcasts its own bodily 
waves, greatly amplified in power. 
These could be collected by this 
broadcasting station, which could 
temporarily become a receiving 
station. If these mass waves can 
be interpreted, it should be possi- 
ble to forecast business conditions 
with accuracy, barring an unfore- 
seen catastrophe. 

If the combined analyses of all 
sections showed the nation to be 
frightened and impatient for se- 
curity only, then a business de- 
cline may safely be forecast. So 
long, however, as these people are 
throwing off optimistic waves or 
normal skin reactions, then con- 
tinued prosperity can be assured. 
All authorities could then agree 
as to the future. From tne poll of 
970 leading newspaper publishers 
which we took in December, we 
concluded that less than 5% of 
the people were then discouraged. 
Hence, we cannot now be pessi- 
mistic about 1954. 


W. A. Fiedler With 
Hemphill, Noyes Co. 


William A. Fiedler, former New 
York Sales Manager for H. M. 
Byllesby & Company has become 
associated with Hemphill, Noyes 
& Co., members of the New York 
Stock Exchange, in their main of- 
fice in New York, 15 Broad Street. 

Russell L. Berkey has become 
associated with the Hemphill, 
Noyes office in Indianapolis, Mer- 
chants Bank Building. 


Joins A. G. Becker 


(Special to Tue Financia CHRONICLE) 

CHICAGO, Ill. — Donald E. 
Pearson has become connected 
with A. G. Becker & Co., Incor- 
porated, 120 South La Salle St.., 
members of the New York and 
Midwest Stock Exchanges. 


With Dixon Bretscher 


(Special to Tue Financia CHRonicie) 

SPRINGFIELD, Ill. -— J. Cecil 
Sullivan is now with Dixon 
Bretscher Noonan, Inc., First Na- 
tional Bank Building. 








Blyth & Co., Inc. 
Goldman, Sachs & Co. 
Lehman Brothers 








Merrill Lynch, Pierce, Fenner & Beane 


This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these securities. The offering 
is made only by the Prospectus. This is published on behalf of only such of the undersigned 
as are registered dealers in securities in the respective States. 


100,000 Shares 


Tennessee Gas Transmission Company 


5.12% Cumulative Preferred Stock 


(Par Value $100 per Share) 





Price $100.375 per Share 


Plus accrued dividends from April 1, 1954, to date of delivery 





Copies of the Prospectus may be obtained from any of the under- 
signed who are qualified to act as dealers in the respective States. 


Stone & Webster Securities Corporation 


The First Boston Corporation 


Harriman Ripley & Co. 


Incorporated 


Smith, Barney & Co. 


White, Weld & Co. 


Union Securities Corporation 


Paine, Webber, Jackson & Curtis 


March 30, 1954. 


Glore, Forgan & Co. 
Kidder, Peabody & Co. 
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The Stock Market 


By HOWARD 


F. VULTEE* 


Administrative Vice-President, The Marine Midland Trust Co. 
of New York 
Vice-President, Marine Midland Corporation 


Commenting on stock market outlook, Mr. Vultee contends that 

in view of a current readjustment running its course, and the 

more friendly environment of free enterprise, the Dow-Jones 

Industrial Average, now around 300, will be exploring-the: 
400 zone. 


I should like to observe that in 
my opinion common stocks as a 
whole continue to represent good 
value. This conclusion is based on 
sucn measure- 
ments as (a) 
average basic 
earning pow- 
er, (b) divi- 
dend paying 
ability, (c) 
book and re- 
placement 
values, and 
(d) the rela- 
tive yields 
likely to be 
obtainable 
from compet- 
ing invest- 
ment media. 
Theconclusion 
also reflects (a) the belief that 
once tre present readjustment 
runs its course the dynamic forces 
present in tae economy will 
sooner or laier result in business 
activity, corporate earnings and 
dividend payments reaching new 
peak levels, and (b) my belief 
that a more friencly and under- 
standing environment for the free 
enterprise system is likely. The 
importance of qa changed environ- 


ment cannot be over-emphasized 
if there is merit to my belief that 
the true greatness of this wonder- 


Howard F. Vultee 


*Remarks of Mr. Vultee as Moderator 
of Forum at the Alumni Home-Coming 
Conference of the Graduate School of 
Business Administration, New York Uni- 
versity, March 20, 1954. 


ful country of ours is in the free 
enterprise system. You can ap- 
preciate that these conclusions 
assume that war can be avoided. 
As to equity prices, in my opin- 
ion it is only a question of time 
before the Dow-Jones Industrial 
stock average which currently 
stands at around 300 will be ex- 
ploring the 400 zone. I think I 
can assure you that this level will 
not be reached in a matter of 
weeks or months, nor will it be 
reached without some valleys and 
perhaps some ieally rough interim 
periods. That it will be reached 
I have no doubt beeause of funda- 
mental considerations such as I 
have just briefly touched on. It 
may go much higher than this 
target if there is an important 
amount of additional inflation in 
the future or if real speculation 
develops as seems likely. 


Of equal importance is the like- 
lihood that the income return 
from common stocks will be very 
rewarding in the years ahead. 


I should like to leave one addi- 
tional thought with you. The key 
to a really successful investment 
experience over the last 15 years 
has not been whether one cor- 
rectly judged the trend or move- 
ments of the market as a whole. 
Rather, it Fas been primarily a 
matter of selection. In my opin- 
ion, selection will hold the key to 
a successful investment experi- 


ence in the future as it has in the 
last 10 or 15 years. 


Recession in Consumer 
Buying to End by Mid-Year 


By CHARLES T. BRODERICK* 


Economist, Lehman Brothers 
Members, New York Stock Exchange 


Mr. Broderick, stating we are now in the second and more 
critical stage of this recession, helds unemployment and sales 
declines have been exaggerated. Says soit goods sales have 
been reasonably good, and will continue so, but severest drop 


is in hard goods. 


Predicts current recession is likely to 


terminate by mid-year. 


In the first stage of the current 
business recession, roughly cover- 
ing the last six months of 1953, 
the economy absorbed the body- 
blow of a de- 
cline of $9 
billion in the 
annual rate at 
which busi- 
nessmen pur- 
chase inven- 
tories, and it 
stood up beau- 
tifully under 
the punish- 
ment. Despite 
this profound 
change in the 
buying poli- 
cies of manu- 
facturers, 
wholesalers 
and retailers, there was no de- 
cline whatever in final consump- 
tion as a whole. 

We are now in the seconi and 
more critical stage of this reces- 
sion. While a good job of trim- 
ming inventories is being done, 
the economy is paying for it in 
the form of mounting unemploy- 
ment and reduced payrolls. Asa 


*Summary of an address by Mr. Brod- 
erick before the 18th Annual Central 
States Group Conference, Investment 
Bankers Association of America, Chicago, 
Ill., March 31, 1954. 


Charles T. Broderick 


consequence, final consumption 
began to fail off in the first quar- 
ter of this year. 

The rate at which unemploy- 
ment has recently risen, however, 
has been. vastly exaggerated by 
the economie“world, chiefly be- 
cause of the failure to take sea- 
sonal factors into account. For 
example, in all the publicity at- 
tendant upon the December-Jan- 
uary decline of 2 million in job- 
holders, no one took the trouble 
to notice that available jobs 
dropped more than 134 million in 
the corresponding period of each 
of the two preceding years. 

The sales declines of January 
and February have also been over- 
stated. Here the error lies in 
overweighting hard goods sales, 
where the severest drops have 
been experienced. Soft goods 
sales have been reasonably good, 
and original sales of this type of 
goods are four times as large as 
those of hard goods. 

We therefore expect that the 
present retreat on the consumer 
goods front will not develop into 
a rout. The current recession is 
a good bet to terminate by mid- 
year and an odds-on favorite to 
do so before the year is over. 
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Electric 
Can Do the Job 


By WALTER H. SAMMIS* 


President, Ohio Edison Company 
President, Edison Electric Institute 


Spokesman for investor-owned power companies reviews prog- 
ress of electricity use and reveals program of expansion of 


electric 
ies can supply nation’s 


| 


tion of F 
Federal 


generating capacity. Says privately owned power 


needs and condemns competi- 


power and the overlapping utilities’ regulation 
and local governments. Says Edison Electric Insti- 
has pledged cooperation with Atomic Energy Commission 
utilization of atomic energy for power purposes. Advocates 


taxation of Federal power projects by local authorities and 
abandonment of utilities’ regulation by Federal Government. 


This year the electric light and 
power industry is celebrating 
Light’s Diamond Jubilee. Only a 
few weeks ago as a part of this 
observance 
the electric 
utility indus- 
try publicized 
the connection 
of its 50 mil- 
lionth cus- 
tomer. In the 
comparatively 
short span of 
75 years elec- 
tric service 
has been 
broughtto 
99% of all oc- 
cupied estab- 
lishments in 
the United 
States. Truly, electricity has be- 
come the servant of the American 
people. It is a bright, cheerful and 
instantly responsive servant, one 
that is tireless, able, multi-skilled, 
does not watch the clock, asks no 
time off, never complains about 
too many little and monotonous 
jobs, never balks at herculean 
tasks, and unlike other servants 
asks for very little pay. Not all 
of the talents of this extraordi- 
nary servant have yet been dis- 
covered. One would think that 
after all these years this servant's 
usefulness and capabilities would 
have been fully exploited, but 
every so often it reveals an ability 
to take on new duties and chores. 
There appears no limit to the 
ways this servant can serve, or to 
the size of job, large or small, 
that it can handle. 

Undoubtedly, the most striking 
and easily recognized contrast 
brought about by electricity dur- 
ing these 75 years has occurred 
in home life. In 1879, the house- 
wife’s day generally began at 
dawn and- involved the hardest 
kind of physical labor. Clothes- 
washing, which is now done 
quickly and efficiently by the 
flick of a switch, was in that time 
a back-breaking operation start- 
ing early in the morning. Every 
drop of water had to be pumped 
by hand and carried in buckets. 
The Kitchen stove, which had to 
serve also as a water heater, had 
to be fired with wood or coal, 
another tiring chore. Then the 
wearing task of scrubbing could 
begin. [roning, cleaning, sewing- 
all the myriad tasks were done 
by muscle power. 

As in the home, sunrise and 
sunset largely bounded factory 
and farm activities. Men and ani- 
mals provided the principal en- 
ergy for the work accomplished. 
At the turn of the century, before 
the electrical revolution gained 
momentum, the worker in the fac- 
tory was earning about $9 for a 
54%4-hour work week. Compare 
this with the 1953 wage of $72 for 
a 41-hour week—eight times the 
wages for a work week shorter 
by one-fourth. Of course, a dollar 
went a cood deal further in the 
early days than it does in present 
inflation-times, but the increased 
productivity brought about large- 
ly through electrical development 





Walter H. Sammis 





*An addres: by Mr. Sammis at the 
Zist Annual Conference of the South- 
eastern Electric Exchange, 


Fla., March 22, 1954. 


Boca Raton, 


has made possible a tremendous 
range of products within the 
worker’s greater ability to buy, 
and his standard of living has 
reached heights which would have. 
then seemed unbelievable. 

Production of manufactured 
products was aided only in small 
measure by electrical energy at 
the turn of the century. In terms 
of manpower, the worker at that 
time had the electrical equivalent 
of two helpers. A _ half-century 
later, his 1953 counterpart’ in 
manufacturing was using electri- 
cal energy equivalent to the effort 
exerted by 240 men working with 
him on his job. 

Without electricity, the produc- 
tion wonders of the assembly line 
would be inconceivable. Not only 
has less efficient human muscle 
power been relieved of a great 
portion of its burden in our econ- 
omy, but electricity, through its 
use for automatic controls, has 
made unnecessary much of the 
mental and physical drudgery 
formerly associated with the op- 
eration of manufacturing plants 
and the inspection of their 
products. 

Further, the effectiveness of 
electricity in modern industry is 
evidenced not only by the great 
increase that has been witnessed 
in the productive capacity of 
plants, but by the further fact that 
it is the completely electrified 
manufacturing plants that con- 
tinue to operate in times of busi- 
ness declines. The cost of elec- 
tricity in industry averages only 
6/10ths of one per cent of the 
value of the finished products. 


In farm living, there have been 
dramatic changes. Back in 1879, 
existence on the land was primi- 
tive even by the modest living 
standards of the time. Today, the 
farmer is an important benefici- 
ary of electrical progress. In his 
home can be found the same 
labor-saving, comfort-producing 
electrical appliances which ease 
the life of his city cousin. Elec- 
trical equipment in great variety 
stands ready to relieve him of the 
back-breaking, tedious drudgery 
of the traditional farm chores. On 
farms in the eastern half of the 
United States the average annual 
use of electricity is about 3,100 


kilowatt-hours. On some dairy 
and poultry farms the annual use 
ranges as high as 30,000 to 50,000 
kilowatt-hours. While electricity 
has lifted many major burdens 
from the farmer’s shoulders, re- 
search and development in the 
farm field have far to go before 
electricity’s contributions to agri- 
culture generally can be con- 
sidered comparable to those made 
to industry. 

In science and medicine, a va- 
riety of electronic applications are 
making contributions whose full 
benefits to humanity cannot be 
evaluated. 

In all these areas of human en- 
deavor, the light brought by elec- 
tricity has grown brighter and 
more effective—not as a symbol 
but as a vital part of electrical 
progress 

In view of all this progress, I 
question whether people fully ap- 
preciate the extent to which they 


depend electricity, unless 


upon 





perchance through some disaster 
the service is interrupted for a 
short time. 


This. past winter I noted ac- 
counts of the distress of a farm- 
ing community center in Wiscon- 
sin served by its own power plant 
which blew up. The town was 
without an emergency source of 
power through either standby or 
interconnection. A neighboring 
utility brought relief within a few 


- days, but, from the descriptions in 


the press, the inhabitants of that 
community learned all over again 
the conveniences and advantages 
that electricity had brought to 
their homes, places of business 
and farms. This was a painful 
form of reminder, but it force- 
fully reveals to the thoughtful 
utility man in big, outstanding 
letters the full truth that our job 
is to serve. We are made to real- 
ize more clearly than ever that 
through diligence we have earned 
a great opportunity to serve, but 
with this great opportunity has 
come great responsibility. 


The spirit of service—efficient, 
dependable service that is profit- 
able to both the customers and the 
companies—must dominate our 
thinking and actions. The true in- 
terest of the public must be the 
compass to guide the course of 
management. 


The Needed Power Has Been 
Supplied 


At the top of our list of jobs for 
the customer is the responsibility 
of having an adequate and de- 
pendable supply of power. The 
accomplishments of the investor- 
owned companies in this respect— 
as revealed by the figures cover- 
ing new construction since the 
war—are simply staggering. Total 
investment in electric light and 
power companies has increased 
from $12.5 billion in 1945 to a 
little over $25.5 billion today. 
According to the U. S. Depart- 
ment of Commerce expenditures 
for new plant and equipment for 
all industries in the country since 
the war have mounted to slightly 
over $150 billion, indicating that 
the electric light and power com- 
panies’ expansion accounts for 
one-twelfth of the total. 


It takes considerable time to 
provide new generating capacity, 
including determination of the 
size and location of the additional 
capacity and design and construc- 


tion of the facilities. Prior to 
World War II, we thought in terms 
of 2 to 2% years which gradually 
lengthened to 3% to 4 years, and 
today probably averages three 
years. Thus it is most important 
that the utility executive give 
considerable attention to the pros- 
pects for business in general 
throughout the nation, as well as 
locally, with the anticipated effect 
upon the particular utility com- 
pany with which he is associated. 

In 1952 the industry added 
about 6.8 million kilowatts of ca- 
pacity. In 1953 it was 10 million 
kilowatts. At the end of 1953 ca- 
pacity reserve was in excess of 
17.6%. ° According to the semi- 
annual survey of the Edison Elec- 
tric Institute there are scheduled 
in 1954 additions to capacity of 
14.5 million kilowatts; in 1955, 
11.3 million and in 1956—so far— 
6.7 million. 

This expansion of generating 
capacity will necessitate our sales 
organizations doing an outstand- 
ing job of selling electric service 
so as to market this scheduled ca- 
pacity. It is a challenge that has 
not existed for a number of years. 
Electric utility managements will 
build generating capacity at an 
even more rapid rate if the poten- 
tial rate of increase is sales war- 
rants. 

Nothing but a shortage of criti- 
cal materials, which might again 


come about at some time in the © 


future as a result of national de- 
fense activities, should limit our 
ability to supply any markets our 
best sales efforts can develop. 
Investor-owned companies are 
willing, able and anxious to meet 
the challenge of the ever-grow- 
ing requirements for electric serv- 
ice, no matter how substantial. 
This is exemplified by the actions 
of individual companies making 
up Electric Energy, Inc. and the 
Ohio Valley Electric Corporation 
and by the joint proposals that 
have been made by five power 
companies in New York State for 
the Niagara redevelopment and 
by five power companies in the 
Pacific Northwest to develop two 


hydro-electric projects on the 
Clearwater River in Idaho, by the 
efforts of Idaho Power Company 
to develop the Snake River, and 
by the proposals of Alabama 
Power Company to complete the 
development of the Coosa River 
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by building five additional hydro- 
electric projects. 

Another primary responsibility 
of our job is to strive always to 
improve the efficiency of our op- 
erations and hold down the price 
of electric service. Our industry 
has established a unique record 
during this era of inflation when 
the purchasing power of the dol- 
lar has dropped 50%, when con- 
struction costs, Federal taxes, 
labor and the price of fuels have 
more than doubled. Through en- 
gineering achievements, improve- 
ments in operations and well di- 
rected sales efforts prices for elec- 
tricity are lower today than they 
were before World War II. Where 
can we find another such exam- 
ple? 

We have set standards of im- 
provement that afford us no pros- 
pect of relaxation in the years to 


come in our efforts to serve ca- 


pably. We must therefore look 
well ahead and scan all horizons 
to see how and where we can 
bring further benefits of low-price 
electric service to our custom- 
ers. It is this consideration that 
justifies us in spending money on 
research and development, includ- 
ing research to discover how 
atomic power can be harnessed 
economically to supply electricity. 


Cooperation in Use of Atomic 
Energy 

The Edison Electric Institute 
has pledged its cooperation to the 
Atomic Energy Commission. The 
Chairman of the Institute’s Com- 
mittee on Atomic Power, Edgar H. 
Dixon, President of Middle South 
Utilities, Inc., has testified before 
the Joint Committee of Congress 
on Atomic Energy urging Con- 
gress to amend the present act so 
that, supplementing the Federal 
Government’s activities, investors 
with their money may speed the 
development and utilization of 
atomic energy for power purposes 
for the benefit of the public. At 
the request of the Congressional 
committee, this committee of the 
Institute has submitted specific 
suggested amendments. 


So far I have been speaking 
about matters of direct respon- 
sibility on our part. However, we 


have a broader field of service to 
the people through participation 
in area development. It is essen- 


Continued on page 26 
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NEW ISSUE 


Dated April 1, 1954 





Goldman, Sachs & Co. 


Incorporated 





R. S. Dickson & Company 
Laurence M. Marks & Co. 


This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any of these securities. The offering is made only by the Prospectus. 


$10,000,000 


Winn & Lovett Grocery Company 


Sinking Fund Debentures, 314% Series due 1974 





Price 10012% and Accrued Interest | 





The Prospectus may be obtained in any State in which this announce- 
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The Process of Revising 
Management-Labor Relations 


By LEO WOLMAN* 
Director, Bureau of Economic Research, Inc. 


Dr. Wolman, in pointing out Federal labor legislation im the 

1930’s was conceived in haste, and requires a slow and con- 

tentious process of revision, discusses problems which must 

be solved in order to protect people’s rights against essentially 

private organizations such as labor unions. Finds an unsolved 

problem in centralization of Federal authority versus authority 
of local governments in management-labor relations. 


The important issues in Ameri- 
can labor relations are to be found 
in the areas of legislation and 
public policy. There can no longer 
be much ques- 
tion that the 
labor policies 
we adopted in 
1933, 1935, and 
1937 were 
conceived in 
haste and 
without prop- 
er regard for 
their longer 
consequences. 
For the poli- 
cies of that 
period were 
no sooner on 
the statute 
books than we 
began the slow and contentious 
process of revising and amending 
them in order to curb excessive 
private power, to protect individ- 
ual rights which had been over- 
looked, to restore rights which 
had been taken away, and to de- 
fine and secure the public interest. 


This process is a reflection of a 
deep and abiding faith of the com- 
mon run of Americans in tradi- 
tional American institutions. Their 
common sense tells them when 
these institutions are under attack 
and they come before long to their 
defense. This has been the his- 
tory of the far-flung labor legis- 
lation and labor policy of the re- 
form era of the 1930’s—at first ac- 
claimed as the Magna Carta of 
labor and soon thereafter sub- 
jected to continuous criticism, re- 
view and revision. 

Among the numerous issues we 
have been debating for the past 
15 years and which still remain 
unresolved, there are several 
which are critical and deserve the 


Prot. Lee Welmen 


*Summary of a talk by Dr. Wolman 
before the Luncheon Session of the Na- 
tional Industrial Conference Board, Los 
Angeles, Cal., March 25, 1954. 


most careful consideration. Fore- 
most among these is the centrali- 
zation of power and authority in 
the Federal Government and in 
such essentially private organiza- 
tions‘as labor unions. It was this 
concentration of power which first 
aroused widespread concern. Not 
very long after the passage of the 
Wagner Act, state governments 
began enacting their own laws to 
protect their industries and resi- 
dents against abuses that had 
quickly grown up under the Fed- 
eral policies and laws. New and 
strong unions, for example, called 
strikes against public utilities 
which threatened to cripple the 
economic life of entire communi- 
ties. The result was that one 
state legislature after another 
moved to protect its vital inter- 
ests. By doing so, they raised 
the issue of state versus Federal 
jurisdiction—an issue which has 
been debated in successive ses- 
sions of Congress and which still 
remains unsettled. 


State governments, in fact, went 
still further. They began to im- 
pose curbs on unions which were 
not provided in the Federal legis- 
lation. They did this in order to 
protect what they thought were 
the simple and acknowledged 
rights of their citizens. Since the 
Federal law failed to afford ade- 
quate safeguards, the states, them- 
selves, undertook to make pro- 
vision for them. Thus, some states 
legislated against violence in la- 
bor organization and _ disputes. 
Some limited the activities of 
unions. 


The most far-reaching intrusion 
of the states into the policies of 
labor relations took the form of 
the enactment of so-called right- 
to-work laws. In one form or an- 
other, some 15 states have adopted 
such Isgislation. The purpose of 
this legislation is to protect a 
man’s freedom to join or not to 
join a union, as he pleases. It is 


directed against laws, adminis- 
trative rulings, or practices which 
make membership in a union a 
condition of employment. Evi- 
dently large sections of this coun- 
try feel strongly about the in- 
fringement of personal liberty 
which compulsory union member- 
ship entails. In the elections of 
November, 1952, the State of Ari- 
zona went so far as to put the 
right-to-work principle into the 
state’s constitution. 

These issues of the private 
power of organizations versus the 
rights of people, and the centrali- 
zation of public authority versus 
the authority of local government 
are today in the no man’s land 
of public policy and law. Unless 
they are promptly and properly 
settled, we face the entrenchment 
of private power which will prove 
impossible to curb or regulate. It 
must not have been the purpose 
of the authors of the laws of the 
1930’s to compromise personal lib- 
erty and to confer unlimited au- 
thority on the central government 
of the United States. This, however, 
has been the effect of what was 
then done. It is against this 
whittling away of individual 
rights and of local self-govern- 
ment that localities are increas- 
ingly rebelling. Next to these 
fundamental questions, current is- 
sues of wages, fringe benefits and 
the like are of passing and minor 
importance. If we may judge by 
our own brief experience and by 
the much longer history of the 
growth of private power in for- 
eign countries, it ought to be clear 
that this is our most urgent and 
difficult problem of labor policy. 


Bond Club of N. J. 
To Hold Field Day 


Warren K. Van Hise, W. K. Van 
Hise & Co., Newark, President of 
The Bond Club of New Jersey, 
has announced the appointment 
of the Field Day Committee of 
The Bond Club of New Jersey. 

The outing will be held on 
Friday, June 18, at the Rock 
Spring Club, West Orange, N. J. 
Andrew C. Spring, Outwater & 
Wells, Jersey City, is the General 
Chairman, assisted by Norton P. 
Rogers, Jr., Adams & Hinckley, 
Newark; Foy W. Porter, Esta- 
brook & Co.; and Henry Hegel, 
as Sub-Chairman in charge of the 











NEW ISSUE 





Cepie f 








oiher Underwriters named in the Prospectus as 


Francis I. duPont & Co. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of this Stock. 
The offering is made only by the Prospectus. 


150,000 Shares 
Allied Artists Pictures Corporation 


52% Cumulative Convertible Preferred Stock 
(Par Value $10 Per Share) 


Price $10.00 per Share 


the Prospectus may be obtained in any State only from such of the undersigned and 
may lawfully offer the securities in such State. 


Emanuel, Deetjen & Co. 
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Straus, Blosser & McDowell 
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various activities. 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 


It is funny if it were not so tragic about how over the years 
industrialists, after sitting around in their clubs and talking on 
the public forums, telling what they could do to the Washington 
bureaucracy if only given a chance, then come here to Washing- 
ton and go away after a brief interlude without 
having made a dent. The chances are that they 
have become bureaucratic minded themselves. 

There comes to mind-at least six top mem- 
bers of the Eisenhower Administration who 
came to Washington with all the private enter- 
prise zeal in the world and who in the brief 
spell that Mr. Eisenhower has been in power, 

15 months,. have thrown up the sponge and 
returned to their private pursuits. You can 
bet your boots that every one of them is a 
little more bureaucratic minded than he was, 
that he is a little more Federal Government 
minded, that he is a little less conservative 
than he was; that is to the extent that he has 





a greater realization, if that is the term, of 


what the Federal Government owes to 
citizens. 

Here is just a brief list of those who have left or are leaving 
Eisenhower, after having got the smell, so to speak, of Washington: 


Roger Kyes, Under Secretary of Defense; C. D. Jackson, the 
President’s psychological warfare expert, just whatever that is; 
Joseph Dodge, Director of the Budget; Emmett Hughes, eminent 
Presidential adviser and ghost writer; Donald Lourie, Deputy 
Under Secretary of State for Administration, and Under Secretary, 
of Commerce Shaefer. 


With the exception of the last the others left voluntarily, so 
far as I have been able to learn, Of the lot, the man who made 
the greatest imprint was Roger Kyes. As I understand it, and as 
I understand the military will long be saying, he was the hardest 


boiled civilian they have ever had to deal with. He is credited 
with definitely having put the brass on its feet. The brass has 


always taken the civilian heads condescendingly, something that 
in the peculiar American order they had to put up with. But 
Kyes let them know that he was the boss and in the relatively 
brief time he rode herd over them he accomplished a lot. He is 
widely reputed to have walked up to one General with a lot of 
vegetables on his chest and, touching at the stars on his shoulders, 
said: “They come off easily, don’t they?” 

But the brass and the rest of the bureaucracy have long since 
learned that the thing to do is to sit tight. Over the years they 
have witnessed these whizz bangs coming here, sitting on them, 
curbing them, putting them in their place and then as if they 
have accomplished something, going back to their businesses. The 
brass and the bureaucrats have come to learn to wait’ them out. 
The brass and the bureaucrats win every time. 


The brass and the bureaucrats have come to learn that the av- 
erage life of the hot shots who come here from industry and busi- 
ness is 15 months. You can go back over the years and find that 
this is so. But the bureaucrats and brass go on forever. 


The tragedy of it is that I know of no single brass or bureau- 
crat who has ever been reformed and I know of no industrialist 
or businessman who has ever been down here who didn’t go back 


with what is euphonistically described as having a better under- 
standing of the problems of the brass and the bureaucrats. Maybe 


these industrialists or business men have been sitting back there 
in their executive chairs saying that the States or Private Industry 
should do this. They are opposed to the Federal Government’s 
intervention, to say the least, in the mundane affairs of men. 
They come down here and serve a spell and return to their 
homes saying that after all the Federal Government’s respon- 
sibility has been misunderstood. 


its Carlisle Bargeron 


You can appreciate then, the importance of the number of 
community and industrial leaders who have served briefly in 
Washington over the past 20 years, enough to smack of the 
bureaucratic atmosphere and then return to their home pursuits. 

I am quite sure had Roosevelt the Great lived long enough 
he would have had every business, industria) and civic leader 
in the country here on some sort of a payroll, doing something 
“in the national interest,” serving the people or whatnot, and 
going back to his respective bailiwick and forever preaching what 
a wonderful time he had and what a great leader he had served 
under. 

If they keep leaving Mr. Eisenhower in the way they are, 
there is no telling how many sympathetic Eisenhower leaders of 
industry we will come to accumulate around the country, which 
is a darned sight better than those Messrs. Truman and Roosevelt 
accomplished. And when you want to figure up the total of 
eminent people our Presidents indoctrinate by associating with 
them you must add to Eisenhower’s score such as Ben Hogan, 


Walter Hagen, et al. oy rae Sar 
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cialistic proposals contained in 
national Covenant 


The. United Nations Human 
Rights Commission has made a 
very important decision, the grav- 

. ity of which the American people 
are not cogni- 
zant. 

Since the 
Eisenhower 
Republican 
Administra- 
tion took over, 
our Ambassa- 
dor to the 
United Na- 
tions, Mr. 
Henry Cabot 
Lodge, Jr., has 
insisted that 
in the consid- 
eration of the 
human-rights 
covenants, the 
United Nations should include an 
article recognizing the right to 
own private property. During the 
jatter part of February, the Com- 
mission held a week’s debate on 
this subject which is of such great 
interest to the United States. How- 
ever, on March 3, by a vote of 12 
to 2, the Commission decided to 
adjourn, thus postponing indefi- 
nitely the inclusion of an article 
recognizing the right to own pri- 
vate property. 

This means that our request 
that the rights of private property 
be recognized is denied and that 
the right to own property is to be 
looked upon not as a private right 
but as a political right. Insofar as 
we are by treaty a member na- 
tion of the United Nations, this 
failure to recognize the right to 
own private property as a human 
right contains far-reaching and 
dangerous implications. It will re- 
main, of course, for the experts on 
constitutional law and the courts 
to eventually determine the ex- 
tent to which we will be bound 
by such a covenant which does 
not include this most important 
right which is one of the funda- 
mental guaranties of our Consti- 
tution. 


In going back to the Declara- 
tion of Independence, we find 
these most significant words: 


“We hold these truths to be 
self-evident that all men are 
created equal, that they are en- 
dowed, by their Creator, with cer- 
tain unalienable rights, that among 
these are life, liberty, and the 
pursuit of happiness. That to se- 
cure these rights, governments are 
instituted among men.” 


















































































































































Hon. T. P. Sheehan 
































































































































Constitutional Guarantee 

On the basis of these words of 
the Declaration of Independence, 
we set up our own government 
under the written Constitution 
2nd ‘all of the signers of the Dec- 
laration ef Independence and of 
the Constitution recognized prop- 
erty rights the same as they rec- 
ognized human rights. The history 


of' the times of our Founding 
Fathers shows unequivocally that 
before they would sign the Con- 
stitution they insisted that the 
first 10 amendments, known as 
the Bill cf Rights, be adced to the 
Constitution. Based on the prin- 


ciple that “to secure these rights, 
governments are instituted amonz 
men,” the Founding Fathers laid 
out in the fifth amendment to the 
Constitution definite words as to 
the protection of private property. 





the U. N.-draft of the Inter- 


‘on Human Rights. 


In article V of the Constitution, 
they said, “nor shall any person be 
deprived of life, liberty, or prop- 


erty, without due-process of law; 


nor shall private property be 
taken for public use without just 
compensation.” I 
'. The Constitution plainly states’ 


~ that -private’ property was to -be 


regarded as a right the same. as 


© life or liberty and laid out the 
necessary protection of such prop- 


erty. Some time ago, the National 
Association of Real Estate’ Boards 
wrote to Mr. Warren Austin, who’ 
was then our United States repre- 
sentative to the United Nations, 
about the proposed United Nations 
covenant on human rights, which 
did not recognize the right to own 
private property as a human right, 
but which stated that it was the 
obligation of the governments be- 
coming parties to the covenant to 
guarantee adequate housing to 
their citizens as a matter of po- 
litical right. I have been in- 
formed that no reply was ever 
received from Mr. Warren Austin 
on this matter. Subsequently, on 
Feb. i, 1954, I wrote to Henry 
Cabot Lodge, Jr., calling his atten- 
tion to this matter in the letter set 
forth below: 


“Dear Ambassador: It is my 
understanding that there is pend- 
ing in the United Nations a Cove- 
nant of Human Rights, which cov- 
enant is intended to be presented 
to the United Nations for ratifica- 
tion. It has been brought to my 
attention that under this proposed 
covenant, the right to own prop- 
erty is not being considered a 
human right, and t>e language of 
the covenant would obligate the 
government that became a party 
to the covenant to guarantee ade- 
quate housing to its citizens as a 
matter of political right. 


“Would you be good enough to 
inform me of the proposed lan- 
guage of this Covenant of Human 
Rights covering the problem of 
housing, and your opinion as to 
how this proposed covenant will 
affect the United States if adopted. 


“Very truly yours.” 


Ambassador Lodge’s Position 


Ambassador Lodge immediately 
replied, and his letter of Feb. 8 
is as follows: 

“My Dear Mr. Sheenan: In re- 
ply to your recent letter let me 
say that the present drafts of the 
Covenants on Human Rights, as 
you suggest in your letter of Feb. 
1, 1954, do not contain any men- 
tion of the rizht to own property. 
These drafts were written in pre- 
vious years long before I became 
the United States representative 
and, of course, I have no responsi- 
bility for them whatsoever and, 
in fact, I strongly condemn the 
omission to which you refer. 

“As a matter of fact, in order 
to correct this, on Jan. 6. 1954, I 
officially informed the United Na- 
tions of the United States position 
that ‘the right to own property is 
important and that an article rec- 
ognizing this right should accord- 
ingly be included in this cove- 
nant’ (on economic, social, and 
cultural rights). It will undoubt- 
edly be considered at the next 
session of the Commission open- 
ing Feb. 23. The proposal reads 
as follows: 
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ited Nations and 
Private Property Rights 


By HON. TIMOTHY P. SHEEHAN 
U. S. Congressman from Illinois 


Warning that right to own a home, farm, factory or any other 
type of property may be abrogated by refusal of United Nations 
to covenant to recognize property rights, Rep. Sheehan points 
out United States is a member of the United Nations, and a 
covenant passed by the United Nations thus becomes the over- 
riding law for the member nations. Concludes it is imperative 
that the American peeple be alerted to the dangers of the so- 


“*The states parties to this cov- 
enant undertake to respect the 
right of everyone to own property 
alone as well as in association 
with others. 

“*This right shall be subject to 
the laws of the country in which 
the property owned is situated. 

“*Expropriation may not take 
place except in cases of public 
necessity or utility in circum- 
stances defined by law and sub- 
ject te fair compensation.’ 

“An article including housing 
appears in the draft Covenant on 
Economic, Social and Cultural 
Rights, It reads: 

““The states parties to the cov- 
enant recognize the right of every- 
one to adequate food, clothing 
and housing’ (art. H). 

“The President. announced in 
1953 that. the United States would 
not sigh or ratify either of the 
covenants. In reiterating-this po- 
sition to the Commissien on 
Human Rights last year, . the 
United States representative: pre- 
sented .a. new. program which. 
would eneourage progress in the 
promotion of human rights among 
the various nations of the world 
without imposing treaty  obliga- 
tions upon ‘them. We. anticipate 
that this new program will re- 
ceive consideration at the forth- 
coming session. 

“Sincerely yours, 

“Henry Cabot Lodge, Jr.” 


To the credit of the Republican 
Party, Mr. Lodge set out un- 
equivocally the announced posi- 
tion of President Eisenhower and 
the Republican Administration 
when he stated the President 
would not sign or ratify either of 
the covenants. The United States 
presented a new program which 
would encourage progress in the 
promotion of human rights among 
the various nations of the world 
without imposing treaty obliga- 
tions upon them. 

It is to be noted that the draft 
of the United Nations Covenants 
on Human Rights is still in the 
tentative stage and has not been 
voted upon in its entirety by the 
General Assembly or by any of 
the United Nations Commissions 
concerned with it. At present the 
various articles of the covenant 
are still the subject of individual 
discussions, preparatory to being 
agreed upon and presented to the 
United Nations General Assembly. 
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UN Disavews Property Rights 


According to the Department of 
State bulletin of June 25, 1951, it 
was stated that the Commission 
on Human Rights had adopted ar- 
ticle 23, providing that “states 
parties to the covenant recognize 
the right of everyone te adequate 
housing.” The United Nations 
Human Rights Commission, by 
their action in turning down the 
United States proposal that an ar- 
ticle be included in the eovenant 
recognizing the right of everyone 
to own private property, indicates 
that there is little chance that the 
United Nations will recognize pri- 
vate property rights as we know efing illness. 
them under our United. States . Miss Mackay, a native of Scot- 
Constitution. land, settled in St. Johns, New 

It is needless to comment on Brunswick, Canada, early in life 
the socialistic implications. of this with her family and started her 
covenant, because property woul; business career at the Chronicle as 
then be a.political right and not a.secretary in the editorial de- 
a private: right, and the taking partment in 1905. Miss Mackay 
over by the state of property of was one of the first secretaries on 
any kind weuld then become the the Chronicle staff to take dicta- 
right of:the state, and the protec- tion directly on the typewriter; 
tion implicit_in our..Constitution dispensing with the usual hand- 
of due. process of law might be written shorthand notes. Gradually 
done away with. I feel that as Miss Mackay worked into the edi- 
far as the United States is con- torial department of the paper, 
cerned it will be up to the Su- continuing her duties until 1940, 
preme Court to decide whether or when failing health compelled: her 
net the United Nations Covenant, retirement. This lusty Scotswoman 
if adopted, will affect the internal had a great capacity for making 
laws of the United States. From friends, was active in her church 
recent and past decisions and from interests and always a confirmed 
the Court’s interpretations of optimist in her viewpoint and out- 
treaties being the supreme law of look on life. ' 
the land, I personally feel that we A memorial service will be held 
are in danger if this Covenant on today for Miss Mackay at St. 
Human Rights be adopted, until George’s Episcopal Church, Stuy- 
such time as the Supreme Court vesant Square, this city, conducted 
makes its final decision on the by Rev. Dr. Karl Reiland, rector 
rights to own private property un- emeritus of the church, and at- 
der the United Nations treaty tended by Miss Mackay’s. old 
agreement. friends and Chronicle associates. 

In the United States, there are 
an estimated 40 million owners of 
private homes, not counting the 
owners of land tracts, both agri- 
cultural and commercial, which 
ownership could be seriously jeop- 
ardized by this Covenant on Hu- 

man Rights if officially adopted 
by the United Nations. 


It is imperative that the Amer- 
ican peovle be alerted to the in- 
herent dangers of the socialistic 
proposals which are contained in 
the draft of the international Cov- 
enant on Human Rights. By being 
denied the right to own private 
property, men’s rights to life, lib- 
erty, and the pursuant of happi- 
ness would be endangered in that 


without private property the peo- 
ple would be dependent upon the 
state because of their lack of a 
reserve of private property. 





in Memoriant 


LOUISE LINDSAY MACKAY 


Louise Lindsay Mackay, who for 
a period of 35 years was a faithful 
member of the Chronicle’s edi- 
torial staff, passed away at 87 
years of age after a long and ling- 


With Bache & Co. 


WILKES-BARRE, Pa.—Bache & 
Co., members of the New York 
Stock Exchange, announce that 
Walter P. Swan has joined the 
firm”’s Wilkes-Barre office, Min- 
ers National Bank Building. 


Joins Barrett Herrick 
(Special to Tue FINaNciAL CHrONICcLe) 
BOSTON, Mass. — George R. 
Lagasse is now connected with 
Barrett Herrick & Co., Inc. 
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LETTER TO THE EDITOR: 


Contends Dividend Tax Relief Is 
Purely a Subsidy 


Richard Spitz holds dividends should be distinguished from 

corporation earnings, and “a tax subsidy,” by exempting 

dividends, is inconsistent with opposition of investment frater- 
nity to farm subsidies and tax supports. 


Editor, Commercial and Financial 
Chronicle: 

I have noted the article by Dean 
Neil Carothers, ‘““The Tax on Divi- 
dends” and find that he finds 
the “double taxation of dividend” 
pitch is a misnomer. It is about 
time the admission is made by the 
investment fraternity. 

When Dr. Carothers still at- 
tempts to justify the misnomer by 
calling the “double taxation of 
dividends” economically “sound,” 
but legally, suggests a simpler 
term for it, “the double taxation 
of corporation earnings” he not 
only simplifies the misnomer, but 
admits it should be made an hon- 
est statement of legal fact, by up- 
rooting the very essence of the 
NYSE “pitch.” In any advocacy 
or argumentation, things should 
be called by their proper name, 
and Dr. Carothers’ definitive con- 
fusion is at least a step in the 
right direction. In doing so, Dr. 
Carothers has my deep admiration 
and respect. 

But I cannot agree with 
conclusions that dividend 
ments, called what they may, 
should devolve themselves into 
ultimate tax exemption treatment 
or afforded a tax subsidy, via tax 
exemption as now proposed in 
the current tax bill pending be- 
fore Congress. 

First, I challenge the statement 
that 80% of the earnings of cor- 
porations are taken in taxes by 
the Federal Government, on his 
own presentation. The present cor- 
porate tax is 52%, and if “20% 
or 30% of total earnings go to the 
stockholders as dividends,” there 
is an admitted plough-back of 
earnings to corporations of from 
18 to 28% of fiscal earnings, and 
retention of 48% after a 52% cor- 
porate tax is never 80% tax dis- 
sipation of earnings. 

Secondly, earnings are the ve- 
hicle of corporations to pay divi- 
dends and when dividends are 
declared to individual stockhold- 
ers the shareholder receives divi- 
dends from the corporation, and 
not corporate earnings, for the 
earmarking of tne trunds frm 
earnings to dividends, cannot by 
any stretch of the imagination 
make Dr. Carothers’ thesis making 
earnings dividends, and aiviaen—s 
earnings, tenable. 

Besides, if dividends are to be 
exempt from taxation, let it also 
be said that rents from real estate, 
interest on mortgages receivable, 
interest on savings account denos- 
its, dividends on savings and loan 


his 


pay- 


association certificates, and the 
other host of income producing 
investment media, be likewise ex- 
empt, under Dr. Carothers’ theory 
that there shall be no taxation, 
in whole or in part, of derivative 
income, but accretion and profit 
shall be treated as never changing 
their original form. 

Dr. Carothers’ arguments are 
one of convenience and the basis 
of his confusion is overlooking the 
plain fact that earnings are prop- 
erly taxed in the hands of the 
corporation and when those earn- 
ings permit the payment of divi- 
dends to individuals, the character 
of the transaction is from one of 
considered earnings to one of an- 
other character, dividends. Con- 
versely, if no dividends were paid 
out of corvorate earnings, there 
would be no further taxing, for 
there would not be any dividends. 
So why should earnings retained 
in the corporate business be no 
further taxed while dividends 
paid to shareholders are taxed in 
the hands of the latter? For there 
has been a progression in the 
character of the earnings to divi- 
dends, and the earnings of the 
corporate entity afford the decla- 
ration of dividend to another, the 
shareholder. It is a logical pro- 
gression for the source of corpo- 
rate funds is sales and the source 
of stockholder funds from the cor- 
poration is dividends. When the 
dividend money is used to buy an 
automobile it does not give the 
shareholder recipient exemption 
from vaying the excise tax on the 
automobile just because he paid 
for it with dividend money, a 
plain example that corporate earn- 
ings are corporate earnings, divi- 
dends in the hands of the share- 
holder are dividends, and divi- 
dends are not automobiles in the 
very character of each progression. 

Finally, a tax subsidy or tax 
exemption is only emphasizing 
the inconsistency of the invest- 
ment fraternity in being against 
farm subsidies, price supports and 
parity prices for other segments 
of the country, and yet, seeking 
the very same thing for them- 
selves, a tax subsidy or tax ex- 
emption for dividend payments 
received by them. The latter pro- 
posal has been labelled as a dis- 
crimatory treatment in favor of 
the investment segment of the 
populace by the New York presi- 
dent of the CIO. Dividend tax 
exemption seekers are leaving 
themselves open to such a charge 
that could be overcome by setting 
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a good example by not themselves 
indulging in self seeking tax ex- 
emption or tax subsidies on a spe- 
cific source of revenue, as farm- 
ers do on some (and incidentally, 
not all) specific crops. 

There is now $255 billion of na- 
tional debt. Perhaps by advocat- 
ing the fiscal amortization of this 
large sum of debt in the present 
and future tax bills over a period 
of years, we would all be on 
sounder ground rather than seek- 


LETTER TO THE EDITOR: 


The Commercial and Financial Chronicle ... Thursday, April 1, 1954 


ing a postponement in the paying 
of taxes (which is all the whole 
dividend exemption scheme 
amounts to). By equalizing the 
tax burden of this country not by 
tax payer segments, but by treat- 
ing all segments on a more uni- 
form levy basis—this is the Amer- 
ican process of equity, being 
equality. 
RICHARD SPITZ. 
Fortune’s Rocks, Biddeford, Mc., 
March 29, 1954. 


Why Tax Dividend Income? 


Edwin T. Hughson, Attorney in Buffalo, N. Y., commenting on 

Dr. Neil Carother’s article in the “Chronicle” of March 25, 

suggests that instead of taxing dividends received, stockholders 

be taxed on their respective share of the corporation’s earn- 
ings, and thus eliminate the tax on corporations. 


Editor, Commercial and Financial 
Chronicle: 

Referring to the article “The 
Tax on Dividends” by Dr. Neil 
Carothers in your March 25 issue, 
I wish to call attention to the fact 
that the 20% credit granted by 
Canada is reduced by the deple- 
tion taken by the corporation, and 
also by any interest paid on a loan 
made to purchase the stock. 

Canada grants a $2,000 exemp- 
tion to a married person who sup- 
ported his spouse. Canada does 
not issue tax-exempt bonds. In 
addition Canada does not. only 
balance its budget, but has a sur- 
plus. 

It has often been claimed that 
a stockholder is a partner. For 
that case why not tax them as 
partners and relieve the corpora- 
tion of all income taxes? That 
would place on a equal basis cor- 
porations and partnerships. 

The individual would pay a tax 
on his share of the entire net 
earnings or deduct his share of 
the losses, as the fortunes of the 
corporation would determine. In 
addition the shareholder would 
retain his non-liability for assess- 
ment in case the corporation got 
into financial difficulties. And this 
should be worth something to 
him. 

Having paid a tax on the entire 
profit of the corporation in case 
of sale, his gain tax liability would 
be reduced by the tax paid on any 
non-distributed income. 

Dr. Carothers states that the tax 
dividend cut, if enacted, will make 


stock investment more attractive. 
That, in itself, should not be con- 
vincing to anyone that it is desir- 
able or equitable. We have had an 
experience where stocks were 
pushed too high. 

I cannot agree that “Every new 
stockholder means another sup- 
porter for free enterprise.” Many 
of the new investors will not pick 
the right stocks. They may lose 
and become embittered and turn 
toward collectivism. The purchase 
of stocks is not a game in which 
the average man is the winner. 

It follows then that Dr. Ca- 
rother’s statement “I wonder how 
many Senators know that a vote 
for the bill is a vote against Com- 
munism” is made without due 
consideration of all the probabili- 
ties involved. No one can predict 
what amount of income received 
by the taxpayer because of a div- 
idend tax cut will become risk 
capital. According to the law of 
averages, percentages will go into 
tax-exempt bonds, savings ac- 
counts, and expenditures for per- 
sonal pleasure. 

Finally, if the so-called double 
taxation is so obnoxious. I think 
the entire dividend should be non- 
taxable and other sources of in- 
come be suggested. Maybe the 
partnership approach should be 
instituted. 


EDWIN T. HUGHSON. 
Attorney at Law 
Marine Trust Bldg. 
Buffalo 3, N. Y. 
March 29, 1954. 


It’s a Tax Reform—Not Tax Relief Bill 


April issue of the “Guaranty Survey” points out that both sides 

in the controversy over Federal tax revision seem to overlook 

its main purpose, namely, a measure for tax reform rather 
than tax relief. 


“Of the hundreds of changes 
contained in the Federal tax re- 
vision bill, all but a few are ac- 
cepted without dispute,” according 
to the current issue of the “Guar- 
anty Survey,” monthly publica- 
tion of the Guaranty Trust Co. 
“Most of the controversy has cen- 
tered on the proposals to reduce 
the discriminatory tax on divi- 
dend income and liberalize depre- 
ciation allowances for new plants 
and facilities,’ the “Survey” says. 

‘The tax on dividends has been 
a subject of complaint for 18 years. 
Until 1936 dividend income was 
exempted from the individual in- 
come tax on the ground that such 
income had already been taxed 
in the form of corporation earn- 
ings. Since that time, dividend 
income has been taxed twice 
once to the corporation and once 
to the receiving stockholder. The 
important point, however, is not 
that it is a double tax but that it 
is a discriminatory tax. 

“This discrimination, in com- 
bination with high tax rates and 
the exemption of State and munic- 
ipal bonds, produces some results 
that are nothing short of fantastic. 
The rate of yield now obtainable 


from taxempt 
about 242%. 
by investing 
an investor 


bonds averages 
To equal this yield 
in corporate stock, 
in the highest tax 
bracket would have to receive 
annual dividends, before taxes, 
equal to nearly 28% of his invest- 
ment. To pay such a dividend, 
the corporation, unless a very 
small one, would have to earn at 
the rate of nearly 58%, even if it 
paid out all its earnings in divi- 
dends and retained nothing for 
expansion of its business. This 
necessary earnings rate ranges 
downward to 12% in the case of a 
stockholder with $20,000 of tax- 
able income and 7% for one in the 
$4,000 income bracket. 

“In the face of such figures as 
these, it is easy to understand why 
corporations have found it in- 
creasingly difficult to finance 
their capital needs by issuing 
stock and have been forced to 
withhold larger portions of thei 
earnings from distribution and to 
meet their additional capital re- 
quirements going into debt 
In too many cases, it simply is not 
worth while for investors to take 
risks for the sake of the meager 
returns obtainable. This not 
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the sort of tax structure that pro- 
motes the development of a 
strong, growing, dynamic econ- 
omy. 

“Basic tax reform is long over- 
due,” concluded the “Guaranty 
Survey,” “and the bill now under 
consideration certainly cannot be 
criticized as going toc far in this 
direction. In fact, it marks only 
a beginning. To judge it as an 
anti-recession device is an error 
that could result in further con- 
tinuation of the long-standing 
evils it aims to mitigate.” 


Kingsley Waldron With 
De Haven & Townsend 


Kingsley D. Waldron 


D. Kingsley Waldron has joined 
the New York office of the secu- 
rities firm of De Haven & Town- 
send, Crouter & Bodine, 30 Broad 
St., according to an announcement 
made April 1. He will be an as- 
sistant in the bond department. 

Mr. Waldron was formerly with 
Grimm & Co. as manager of the 
trading department. 


—— 


Continued from page 5 


Stassen’s London 
Mission Highlights 
East-West Headaches 


ly necessary to avoid subsequent 
British-American rifts over fan- 
cied American “orneriness” as 
standing in the way of the de- 
sirable depression-preventing Rus- 
sian orders. Statements as that 
made by Mr. Stassen here tonight, 
namely: “We have no objection at 
all about trade in peaceful goods 
to Russia. We wish to encourage 
as much of that category of trade 
as we can,” should make clear the 
United States position in the non- 
strategic goods area. But it is un- 
fortunately evident that the Amer- 
ican attitude is persistently mis- 
understood here. Hence it is im- 
portant to point out now the prac- 
tical difficulties outside the politi- 
cal area which may subsequently 
obstruct the attainment of the 
nice sounding but unrealistic trade 
goals for which the United 
States has no responsibility. 


To overlook these facts—or to 
rest on the sophisticated observa- 
tion now so widely heard here 
that unwarranted abuse has al- 
ways been the price of world 
leadership—would contribute ma- 
terial aid to the Kremlin’s waging 
of the Cold War! 


Joins F. I. du Pont 


(Sp 1 to THe FInanciat CHRONICLE) 
NEW ORLEANS, La. — Robert 
G. Moroney has become affiliated 
with Francis Il. du Pont & Co., 
219 Carondelet St. Mr. Moroney 
was formerly with Howard, Weil, 
Labouisse, Friedrichs & Co. 


Proud Papa & Grandpa 


The birth of a daughter, Wende, 
to Verner H. (Mike) Kraft and 
his wife Jennie Lou, has made a 
proud father of Verner and a 
prouder grandfather of Oscar F. 
Kraft—both of Oscar F. Kraft & 
Co., 530 West Sixth Street, Los 
Angeles, Calif. 
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By JOHN 


In the investment business we 
are dealing with superstition, 
prejudice and ignorance. For 
many years the investment deal- 
ers have neglected to inform the 
public of many factors concern- 
ing the securities business that 
would go a long way to clear the 
air — both for the people in the 
business as well as investors. One 
of the largest areas of the invest- 
ment business that is misrepre- 
sented and misunderstood by the 
general public is the “Over-the- 
Counter,” or unlisted market. 
Only too often have _ investors 
missed opportunities for profit- 
able investment because they have 
not been properly informed as io 
the size, scope, and outstanding 
opportunities which exist in this 
great market, which is many 
times larger than all the listed 
markets combined. 

Not only has the public been 
misinformed by those who coti- 
ciously, or otherwise, have spread 
misleading information regarding 
the unlisted market, but worse 
still, many conscientious invest- 
ment men have allowed them- 
selves to be placed on the defen- 
sive when a client or prospect 
says, “I am not interested in any 
unlisted stocks, I want a good 
market for my inves*ments,” or 
some other equally unsound and 
incorrect statement. As a result, 
oniy a few intelligent and in- 
formed investors have porti-i- 
pated in the exceptional growth 
and income opportunities avani- 
able in the unlisted marke‘. Those 
who have familiarized themselves 
with these opportunities have had 
a field of choice, and of invest- 
ment, over the years, that has no 
counterpart in anv other market. 

In next week’s “Chronicle” 
there will be a most interesting 
and dramatically portrayed illus- 
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tration and proof of the unlisted 
market’s wide field of investment 
opportunities. I have been privi- 
leged to see this article in ad- 
vance and I would suggest that 
you watch for it and read it care- 
fully. A list of investment oppor- 
tunities will be given that may 
surprise you; also other pertinent 
data regarding the unlisted mar- 
ket that should be of interest both 
to investment dealers and brokers 
as well as their clients. 


You Must Be Sold First 


Quite frankly, unless you can 
become convinced through study 
and serious research that the un- 
listed market is replete with at- 
tractive investment opportunities 
that should be placed before your 
customers, you as a dealer or 
salesman will certainly fail in 
your efforts to educate them in an 
understanding of the excellent in- 
vestment possibilities available. 
One of the first steps you can take 
(if you are skeptical) is to look 
for the article in April 8 issue of 
the “Chronicle” entitled “The 
Biggest Stock Market in Ameri- 
ca.” There you will obtain some 
facts that will speak for them- 
selves. 

In conclusion, I have never had 
any difficulty showing any other 
reasonable person that when a 
security was unlisted it was often 
an 24vantage. When a client has 
said to me, “I don’t think I am in- 
terested; isn’t that stock unlist- 
ed?” lve replied, “Yes, that’s 
right. And that is one of the rea- 
sons why I believe that this si‘ua- 
toin is attractive. You know it 
reminds me of X Corporation that 
I looked into way back in 1936.” 

Then I proceed to tell them how 
I was privileged to see a special 
engineering report on a certain 
paper company which was pre- 





$240,000,000 Massachusetts Turnpike 


to Reach Market in May 


Underwriting group to be managed by F. S. Moseley & Co., 
First Boston Corp., Blyth & Co., Inc. and Tripp & Co., Inc. 


BOSTON, Mass.—Plans for fi- 
nancing construction of the cross- 
State Massachusetts Turnpike by 
issuing approximately $240,000,000 
of 40-year, tax-exempt, revenue 
bonds are nearing completion ac- 
cording to John O. Stubbs of F. S. 
Moseley & Co. This firm, to- 
gether with The First Boston 
Corp., Blyth & Co., Inc. and Tripp 
& Co., Inc., are the underwriting 
managers heading up a nation- 
wide group of underwriters who 
will offer the bonds to investors. 
The offering is expected to take 
place in May. 

The new Turnpike, first modern 
toll road in Massachusetts history, 
will be a multi-purpose, 123-mile 
super-highway crossing the State 
laterally and connecting through 
feeder routes with practically 
every other main motor traffic 
artery in New England. It will 
be built by the Massachusetts 
Turnpike Authority which esti- 
mates that construction will start 
in the fall of 1954 and that the 
Turnpike should be open for 
travel in the latter part of 1955. 

As spokesman for the under- 
writing managers, Mr. Stubbs 
said: “While the bonds will have 
a 40-year maturity, present esti- 
mates are that the issue should be 
paid off out of earnings in ap- 
proximately 20 years. Two inde- 
pendent engineering studies made 
by the firms of DeLeuw, Cather 
& Co. and Coverdale & Colpitts 
indicate that net income from the 
Turnpike will cover all principal 
and interest requirements during 
the life of the proposed bond issue 
approximately 1.8 times on the 
average. Such net in 


revenues 


the first full year of operation 
will be in excess of one and one- 
half times the maximum interest 
requirements. 

The studies also indicate that 
annual gross revenue will exceed 


$15.000,000 in 1957, the first full 
year of operation, will exceed 


$20,000,000 in 1966, the tenth year. 
and in the twenty-first year will 
exceed $24,000,000. 

The new Turnpike will extend 
across Massachusetts from a point 
on Route 128 west of Boston to a 
terminus near West Stockbridge 
at the New York state line. Going 
westerly, it will pass north of 
Framingham, south of Worcester. 
north of Springfield and south of 
Holyoke. Besides offering a choice 
of two routes to New York City, 
it will connect with the New York 
State Thruway to Buffalo and 
points west. Through Route 128 
it will connect with resort areas 
of Cave Cod on the south and to 
the north, through Route 1, it will 
connect with the New Hampshire 
and Maine turnpikes. 

The Turnpike will be four to six 
lanes wide with additional ten 
foot safety lanes. As a limited 
access highway, it will have 14 in- 
terchanges strategically located to 
serve entering and departing traf- 
fic. Asa route available to trucks 
for its entire length, it is expected 
to develop substantial revenues 
from this source since trucks are 
barred from many New England 
parkway routes to New York 
City. In addition, by expediting 
truck transportation in and out 
of New England the Turnpike will 
assist development of the new in- 
dustrial growth in the area. 
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pared for the benefit of some very 
large investors. At that time the 
stock of this company was selling 
for $37.00 a share in the unlisted 
market. After reading the report 
and checking other sources 1 be- 
came convinced that this company 
because of its position in the 
paper industry, its top manage- 
ment, its ample financial re- 
sources, and above all its far- 
sighted research, was going to 
make a lot of money. I convinced 
some of my customers to buy it. 


Today, they hold 880 shares worth 
about $20 a share for every hun- 
dred they bought upon my sug- 
gestion in 1936. Their investment 


has grown from $3,700 to $17,600 
and they are now receiving divi- 
dends of $1,056 a year on their 
original investment of $3,700. 
And I wind it up, “But you see, 
Mr. Prospect, those people who 
had open minds, and who did not 
let their unsound prejudices keep 
them from losing an opportunity 
have benefited accordingly. Those 
who had closed minds and who 
refused to see facts lost out. Now 
I am sure that you too can see the 
common sense and wisdom in this. 
When a good investment oppor- 


tunity arises I want you to know 
about it—whether it is a listed or 
unlisted security. That is my ob- 
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ligation to you as a client.” This 
sort of plain talk usually clears 
the air. 


Hecht & Co. to Admit 


Hecht & Co., 14 Wail Street, 
New York City, on April 8 will 
admit Joseph H. Kastor to part- 
nership in the firm. Mr. Kastor 
will acquire a membership in the 
New York Stock Exchange. On 
the same date, G. Axel von 
Nolcken, member of the Ex- 
change, will withdraw from part- 
nership. 
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The holder of any Debenture at his option after June 50, 
maturity date, or at any time prior to the redemption date, may convert such Debentures, in 
whole or in part, into fully paid and nonassessable shares of Common Stock at the rate of one 

share of Common Stock for each $2.50 principal amount of Debentures with adjustments under 
certain conditions and with no allowance for interest accrued on the Debentures or for divi- 
dends on the securities issued on the conversion. 


The Corporation had outstanding on February 
(Par Value 10¢ Per Share), together with an option to purchase 70.000 shares of suid Common 
Stock. The Corporation also has outstanding $90,000.00 worth of non-interest bearing, non- 
hegotiab'e promissory notes payable after $2,000,000.00 of the Debentures offered hereby are 
sold or if $2.000,000.00 of the Debentures are not sold by July 1, 1954, payable on demand after 

July 15, 1954. These notes are held by the management and the underwriters and are payable 
from the proceeds of this Offering. 


New York 6. New York 


Subordinated Convertible Debentures, Due 


This is not an offer to sell these securities. They are subject to the registration and prospectus 
requirements of the Federal Securities Act. Information about the issuer, the securities, and the 
circumstances of the offering is contained in the prospectus which must be given to the buyer. 


IDENTIFYING STATEMENT 





MAGNOLIA PARK, INC. 


$2,500,000 6% Subordinated Convertible Debentures 


Due April 1, 1969 


250,000 Shares of Common Stock 


(Par Value 10¢ Per Share) 


} 
| PRICE: $101 per unit (each unit consisting of $100 face amount of 
| Debentures and 10 shares of Common Stock) 


Magnolia Park, Inc. was organized on July 16, 1953, for the principal purpose of operating 2 
harness horse racing track with pari-mutuel betting privileges in the State of Louisiana. Before 
the Corporation can commence operations it will be necessary to construct and acquire a racing 


This Offering represents new financing. 


Redemption of Debentures 


The Corporation at its option on thirty days’ notice after June 30, 1954 may redeem the 
| Debentures at the time outstanding as a whole or in part by lot, on any date prior to maturity, 
at redemption prices which will vary from }6% of the principal amount together with accrued 
interest to the face value of the Debentures, together with accrued interest to the date of 
| redemption, depending upon the date of redemption. 
| 

| 
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The registration statement covering these securities is noi yel effective. 
sell the securities should be made and no offer to purchase the securities will be accepted until 
the registration statement has become effective. The publication of this notice is no assurance 
that the proposed offering will be made or as to the amount of securities, tf any, that will be 
available for distribution by this firm. 


Copies of the proposed form of prospectus may be obtained from: 


| Gearhart & Otis, Inc. 


T. J. Feibleman & Company 


Arcade 


Louisiana 


100 Richards Building 
New Orleans 


, Pim _ - ; ; 
Please send me a copy of the proposed form oj prospectus reiaiing to Magnolia Park, Inc. 6% 


fpril i, 1969, 


L954 


, 1954, 1.650,000 shares of Common Stock 


Hunter Securities Corporation 


New York 1. New York 


and Common Stock 


at any time prior to the 
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Industrial shares recovered 
their buoyancy enough this 
week to set the stage for pen- 
etrating the old high but it 
solved little overall as far as 
the future course of the mar- 
ket is concerned. And the 
strength was so selective that 
it did little for the bulk of the 
market followers. 


As has been the case since 
the upturn started last Sep- 
tember, days of- strength 
wound up with substantially 
as many issues unchanged and 
lower, as those that were 
higher and carrying the ball. 
On one day of good rallving 
tendencies when a critical 
level was reached, there were 
661 issues unchanged or lower 
against 493 that advanced. A 
day of even more strength in 
the industrials produced a 
score of 526 against 625 stur- 
dy ones which didn’t quite 
prove as unanimous as the 
well past two points added by 
the average. A similar score 


was 557 higher to 615 static. 


Aircrafts Take Off 
Aircrafts stood out promi- 
nently throughout on 
strength, the leadership rotat- 
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We had the privilege in ou 


ing within the group to bring 
Boeing Air to the limelight 
as Douglas relinquished the 
lead a bit, although not to the 
extent of backing up to any 
marked degree. Boeing’s per- 
formance included daily gains 
running two to three points. 
It carried the issue to a gain 
of some 20 points on the 
month. The issue long ago 
broke out to the all-time high 
field. Another good show was 
that put on by Glenn Martin 
which was able to post a price 
appreciation of better than 
20% on the month with the 
solid help of an _ earnings 
statement that showed net in- 
come nearly triple the previ- 


ous year. 


% % * 


Stockpiling Aids Non-Ferrous 
Issues 

An equally unanimous 

show of strength—but some- 

what newer—was that put on 

by the non-ferrous metal 


issues as the prices of the 
metals continue to firm and 
on indications that the gov- 
ernment intends to pay in- 
creasing attention to stock- 
piling. Most of the issues in 
the group were able to get a 


‘ Anniversary 


r first year as underwriters 


to provide financing for three new issues. 


MICRO MOISTURE CONTROLS, INC. 


SHAWANO DEVELOPMENT CORPORATION 


PETACA MINING CORPORATION 


Our judgment in the selection of these companies, and 
the conhdence of thousands of new customers can best 
be exemplified by the fact that these securities are 


selling well above the issue 


price. 


We extend our thanks to the dealers who cooperated in 


the distribution of these 


securities, as it was their 


enthusiastic support that enabled us to complete our 


hrst year so successfully. 


We want to make this dealer relationship both deeper 


and wider. A basic market-strength is dealer-strength. 


Get in touch with us. 


McGrath 


Securities 


CORPORATION 


70 Wall Street, 
W Hitehall 4-0175 


N. ¥. 5, N. Y. 























































































































good lift out of the trough in 
which they have been sinking 
for months. Kennecott, which 
reached 92 in 1952 and then 
fluttered down to below 60 
last year, was able to move 
back to the 70s. Anaconda, 
likewise, reached its peak in 
the mid 50s in 1952 and then 
declined to the high 20s last 
year. It struggled back to the 
mid 30s on the revived inter- 
est in the group. 


% %* % 


It isn’t only the coppers 
that, in specific price level, 
belie that tale of the averages 
that the “market” is at a high 
for nearly a quarter century. 
There are many other groups, 
as well as individual issues, 
that have a similar pattern. 

a 


RKO at “Premium” 
Movie issues, and particu- 
larly RKO Pictures, also stood 
out this week and gave the 
market an aura of frenzy that 
wasn’t quite in tune with 
what was actually going on. 
RKO erupted on volume that 
might be described as terrific, 
with blocks crossing the tape 
that ran as much as 61,000 
shares at a clip with 10,000- 
share trades becoming almost 
routine in this issue. 
% = ed 


The glib explanations for 
the sudden surge of activity 
covered the situation seem- 
ingly—up to a point. Under 
the terms of the Hughes offer, 
equivalent to $6 a share for 
the assets of the company, 
there was a measure of return 
in purchases below that fig- 
ure. But the stock raced right 
to and past the $6 line and 
set off a whirlwind hunt by 
the company itself, brokers 
generally, and even among 
those actually handling the 
orders, to find out why the 
issue was worth a premium 
either to so many or to such 
an extent to some large pur- 


chasers. 


* of % 


RKO’s “popularity” ran to 
383,600 shares in two-essions 
of hectic activity and some- 
thing like a third of it was at 
an eighth of a point premium 
over the offer. On the last 
reporting date the short in- 
terest was only around 40,000 
shares which could have been 
covered in a single sale with 
some of the large blocks float- 
ing around. 


z ba * 


Some of the other some- 
what spectacular items 
around on strength comprised 
a rather diversified list: Cin- 
cinnati Milling Machine, 
Combustion Engineering, 
Underwood, Peninsular Tele- 
phone, Dixie Cup, Ex-Cell-O 
and Gould National Battery. 

cd ba * 
IBM Star Performance 

International Business Ma- 
chines, the wonder issue of 
last week, had a brief con- 


tinuation this week before it 
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subsided. On one session its 
peak gain was a score of 
points which pushed its high 
about 70 points over the 
February closing. Even at the 
high price of the issue—which 
sells in the 300 range — the 
improvement was well in ex- 
cess of 25% on the month. 
The immediate cause was the 
company’s by-passing of a 
Stock Exchange ruling 
against paying stock divi- 
dends that, with cash, exceed 
earnings. Instead the direc- 
tors voted a 25% stock “split” 
since splits aren’t covered by 
the rules. It offers a theoret- 
ical gain to the stockholders. 
The original intention, over- 
ruled by the exchange, had 
been a 5% stock payment; the 
intervention cut it to 242%. 
It is conceivable that the two 
payments might have been 
9% each if the case hadn’t 
come to a head, while under 
this system the two payments 
will total 272%. 
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Some of the _ specialties 
which have been popular 
mostly because of merger talk 
had trying times as the offi- 
cial denials caught up with 
the misplaced enthusiasm. 
Luly Tulip Cup, for one, 
tumbled a bit sharply when 
it denied any such intentions 
but it recovered on good earn- 
ings. Mullins Mfg. favored 
the soft side after officials in- 
dicated that there was noth- 
ing to talk of any union with 
American Radiator. 

% * * 


Steel Shares in Demand 


U. S. Steel had some mo- 
ments of determined buying 
to keep the ferrous section, if 
not spectacular, at least 
among the better acting divi- 
sions. Bethlehem Steel, too, 
showed a disposition to push 
ahead with some conviction 
when the trend was pointed 
uphill. 

* 


Oils were undistinguished 
as a group, although a few 
issues appeared in the spot- 
light occasionally. Honolulu 
quieted down after it had 
proved its ability to move 
widely at times. Seaboard 
Oil, which went through a 
parallel demonstration, held 
up just a shade under its high 
with determination. 

ms = a 


Utilities, which have been 
aping the persistent industrial 
advance in a more quiet but 
equally satisfactory way, 
showed a few signs of nerv- 
ousness but on average were 
able to add enough minor 
gains together to cross the 56 
line and carry comparisons 
back to 1930. 
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Auto issues took little part 
in the market’s gyrations and 
their day-to-day fluctuations 


were minor. Chrysler was 
able, occasionally, to appear 
among the better gains but 


little progress was made over- 
all and in the light of the 
rough handling given Chrys- 
ler through last year and 
early this year, respectable 
rebounds can be considered 


normal. 


% % 


Industrial Index Up 


Technically the market did 
little of importance. New 
highs continue to run well 
ahead of new lows, despite 
the fact that there are a 
handiful of repeaters each 
day. Volume indications of- 
fered no hints and, although 
the broadest markets of the 
year have been the weak 
ones, enough of the stocks in 
the averages have been strong 
to keep the industrial index 
up well. Last week it dipped 
to the resistance level at 
around 295 and rebounded. 
The big argument is whether 
the industrials alone, without 
assistance from the rails, can 
continue to advance indefi- 
nitely. To that there is no pat 
answer. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 
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The Security 
I Like Best 


the last few months some dra- 
matic developments have oc- 
curred, adding to the reserves of 
the company and_ spotlighting 
Seaboard. In Canada the company 
participated in the discovery of 
Pembina, Canada’s largest oil 
field. It is too early to predict 
reserves accurately, but I believe 
that the company may have added 
35 million barrels or 20% to its 
reserves. In recent weeks atten- 
tion has been focused on the Cam- 
brian sand possibilities of Nolam 
County, Texas. Reserves in this 
sand may be 1 to 1% million bar- 
rels per well, and Seaboard has 
substantial acreage interests which 
may be in this trend. No doubt 
the prospects and exciting acre- 
age plays will change in time and 
i intments will be mixed 
with a few successes. The dis— 
covery factor in, oil producers is 
both vital and unpredictable. 
However, it is the job of the com- 
pany to discover new oil fields- 
Seaboard’s record has been quite 
satisfactory in the past, and the 
stock at the present price of 11é 
(listed on the NYSE) continues 
to afford opportunities for better 
than average capital gains. 


Hegamaster, Netter 
With White, Weld 


Donald Z. Hegamaster, formerly 
with Braun, Bosworth & Co., New 
York, has joined White, Weld & 
Co., 40 Wall St., New York City, 
members of the New York Stock 
Exchange, in the firm’s municipal 
bond department. 

Joseph Netter, II has also joined 
the firm to direct and coordinate 
the mutual fund activities. 


With Carl F. Mead 


(Special to Tue Financia Carontcie) 

MARIETTA, Ohio—Richard J. 
Blauvelt is with Carl F. Mead & 
Company, Peoples Bank Building. 









Equitable’s President tells a story of self-reli- 
ance and how it grows as insurance grows 


Nearly 90,000,000 Americans are now protected 
by life insurance... 

A tremendous figure? 

Yes. But looking at it another way it is pretty 
strong evidence that there’s a whale of a lot of self- 
reliance in the make-up of the average American. 
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Why most Americans stand straighter today 


He’s determined to stand on his own two feet 
...to face the future with confidence. 

And he’s learned that one of the best ways to 
do it is through insurance. 

We are pleased to have helped so many of these 
Americans stand just a little bit straighter. 

The Equitable Society today helps protect over 
8,000,000 people—a record number! 

To see what lies behind their self-reliance, look 





*Bonds and Stocks 
U. S. Government obligations 
Canadian Government obligations 
Public utility bonds 
Railroad obligations ... 
industrial — 


Condensed Statement of Condition as of December 31, 1953 


RESOURCES 


$ 537,143,008 
140,791,994 (2 
841,936,321 (11.9) 
644,725,557 ( 9.2) 

2,180,861,446 (31.0) 

( 4.0) 
( 1.8) 
( 0.1) 


Other bon 285,218,187 
Preferred _¥ guaranteed stocks 126,735,858 
Common stocks .... 7,095,892 
Mw and Real Estate 
Residential and business mortgages 1,339,268,682 (19.0) 
Farm mortgages 266,765,635 ( 3.8) 
Home and branch office buildings 11,852,951 ( 0.2) 
Housing developments and other real es- 
tate purchased for investment 175,153,309 {( 2.5) 
Residentia! and business properties a 163,957 (—) 
Other Assets 
| ST Seay 89,367,235 ( 1.3) 
/ Transportation equipment 114,938,086 {( 1.6) 
Loans to policyholder ; 167,474,689 ( 2.4) 
Premiums in process of collection 56,660,533 ( 0.8) 


Tetal . 


interest and rentals due and accrued and 


other assets ........ 58,585,051 


$7,044,738,391 





*Facludone $6 45 463,600 om Capes with public authorities 


eccerdance 
ber 21, 1963, as 





Policyholders’ Funds Per Cent 
To cover future payments under insurance 
and annuity contracts in force $5,774,716,774 (82.0) 
Held on deposit for policyholders and 
beneficiaries 361,449,761 ( 5.1) 
Dividends and annuities left on deposit 
with the Society at interest 184,619,091 ( 2.6) 
Policy claims in process of payment 36,155,056 (0.5) 
Premiums paid in advance by policy- 
holders 87,393,308 {( 1.2) 
Dividends due policyholders 6,931,122 (0.1) 
Allotted as dividends for distribution dur- 
ing 1954 99,300,203 ( 1.4) 
Other Liabilities 
Taxes—federal, state and other 26,632,000 {( 0.4) 
Expenses accrued, unearned interest and 
other obligations 13,064,616 (0.2) 
Mandatory security valuation reserve 33,039,595 ( 0.5) 
Surplus funds 
To cover all contingencies 421,436,865 ( 6.0) 
Total $7,044,738,391 (100.0) 


of law al! bonds subject to amortization are stated at their amortized value and a!) other bonds and stocks are valued at the market quo —_ ons of Decem 
by the Nationa! Association of Insurance Commissioners. In addition, as required. a securi ty valuation reserve is included among the liabilitic 
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at the figures in The Society’s Annual Statement 
shown here.* 

While we are the fifth largest corporation in the 
United States, we're not in business just to publish 
big figures. 

We are in business to help more Americans 
help themselves to individual security and inde- 

endence. 

To this end we are continually developing new 
kinds of insurance...using the tool of intensive 
research to create modern and forward-looking 
policies. 

Recently, for example, we pioneered a new 
Major Medical Expense Policy. Now we have re- 
vised and liberalized it still further. This policy 
helps protect families against financial disaster re- 
sulting from costly or prolonge -d illness. Its cover- 
age is brox adened...its cost is reasonable. 

"We believe this policy clearly demonstrates 
how independent citizens, working through a 
mutual company, can build for themes lves the 
kind of insurance program Americans need. 


erty, 


RAY OD. MURPHY, President 


*For further information a copy of the President's 
report to the Board of Directors may be obtained from 
any Equitable Agent or by writing to the home office. 


THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES” 


HOME OFFICE: 393 SEVENTH AVENUE, NEW YORK 1, N. Y. 
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Finance Company Loans 
In Bank Portfolios 


By THEODORE H. SILBERT* 
President, Standard Factors Corporation, New York City 


Pointing out finance companies do not compete with ban‘s 
but are dependent on bank cooperation, Mr. Silbert maintains 
the finance industry is a service agency of the commercial 


banks, as well as being their largest single customer. 


Lays 


down as guide posts to banks in supplying credit to finance 
companies: (1) the sum total of character, integrity, back- 
ground experience and profit-making record of the borrower; 
(2) a proper determination of terms, rates and loss ratios; 
(3) the record of bad debt losses; (4) proper credit limits, 
and (5) a reasonable emphasis on volume of accounts 
financed. Discloses that one-third of commercial banks are 
now engaged in wholesale lending to finance companies. 


The existing relationship be- 
tween lending banks and borrow- 
ing finance companies is destined 
to become more important each 
day inthe 
foreseeable 
future. The 
man on the 
street may 
think that fi- 
mMance com- 
Panies com- 
pete with 
banks. But 
actually, the 
specialized fi- 
mance com- 
Panies could 
mot be in 
business long 
without the 
gpoperation of 
the banks. In reality, the relation 
of banks and specialized finance 
companies may almost be called 
that of a partnership. We receive 
about $3.00 in loans from banks 
for every dollar we risk. You pro- 
vide the “leverage” necessary for 
profits. 

When we talk of specialized fi- 
Mance companies, we have in 
mind three main classifications, 
each with distinct and special 
characteristics. One classification 
of specialized finance companies 
deals with financing of retail and 
intallment paper, and certain lim- 
ited wholesale. Another classifi- 
cation deals with direct personal 
Joans. A third classification deals 
with financing of accounts receiv- 
able and factoring. All three types 
are usually bracketed under the 
general category of specialized 
finance companies. 

The specialized finance indus- 
try considers itself as a service 
agency for the banks. The indus- 
try often describes itself as the 
retailers of credit, and the banks 
are the wholesalers. Together, 
they discharge an important func- 
tion. Together, they provide for 
the legitimate financing and 
banking needs in consumer credit, 
and of growing businesses. 


The specialized finance indus- 
try is the largest single customer 
@f banks in the country—account- 
ing for an estimated 22% of all 
bank loans in 1953. This includes 
mot only loans to the finance in- 
dustry, but also direct lending by 
banks, through their own time 
sales, consumer credit and per- 
sonal loan departments. 

If this is not enough, we could 
point up the strong tie between 
finance companies and their bor- 
rowings from the commercial 
banks. For example: the total of 
all bank loans, at Dec. 31, 1953, 
Was approximately $68 billion — 
including $27‘ billion of com- 
mercial loans. Our estimate is 
that, directly and indirectly (by 
way of loans to finance compa- 
nies, or direct consumer credit to 
the public), banks have $15 to 
$16 billion in this field of finance. 

Thus, at the present moment, 
the specialized finance industry 
is one of the banks’ most impor- 
tant customers. Indications 


Theodore H. Silbert 


are 


*An address by Mr. Silbert before the 
Bank Credit Associates of New York, 
New York City, March 18, 1954. 


that we will be even more im- 
portant in the future. Hence, it 
is a prime requisite for each bank 
officer to familiarize himself thor- 
oughly with every aspect of the 
specialized finance industry. Were 
I a young bank credit man start- 
ing on a career today, and sat- 
isfied that this field is destined 
to become greater, I most cer- 
tainly would become expert in it 
—the better to attain excellent 
credit criteria and judgment. 

Surely, there is no other indus- 
try which, during the last 40 or 
50 years, has borrowed so many 
billions of dollars from the banks, 
with such a splendid record, as 
the specialized finance industry. 
The few losses that developed in 
1948 were due either to down- 
right dishonesty on the part of 
the borrower, or to the bankers’ 
disregard for elementary and 
fundamental inquiry. On the 
whole, no other industry has 
shown the enviable record that 
specialized finance companies de- 
veloped as borrowers. 


Finance Company-Bank Relation- 
ship Should Be Expanded 

Since most of your own bank 
income is derived from commer- 
cial loans, and the specialized fi- 
nance industry is the largest bor- 
rower Within the commercial loan 
portfolio, it follows that we 
should try to expand this relation- 
ship, not alone for our own selfish 
interests, but for the welfare of 
the country. This is not the time 
to contract credit arbitrarily. This 
is the time to build mass produc- 
tion through lower prices and 
with the aid of mass credit. Mass 
credit is our secret weapon, sensi- 
bly controlled, which can help 
avoid a serious recession. 


It is anticipated that the popu- 
lation in this country, in 1975, 
will be between 200 and 221 mil- 
lion. Manufacturing industries 
in this country now have. total 
assets of about $165 billion, or 
about $12,000 per production 
worker. If we create 22 million 
new jobs by 1975 in order to take 
care of the expanding population, 
and if each job requires about 
$12,000 investment in assets, 
American businesses will have to 
be increased by $265 billion in as- 
sets in order to do the job. This 
is apart from the need and cost of 
replacing old equipment. Thus, 
the partnership between banks 
and the specialized finance com- 
panies will be required to provide 
the sinews for industry and con- 
consumer credit to expand and 
keep pace with the needs of our 
growing population. 


Guide Posts in Supplying Credit 
To Finance Companies 

May I discuss with you some of 
the important yardsticks in this 
field, such as you may want to ob- 
serve, creditwise, to develop max- 
imum expertness in the finance 
company field? I refer to your 
formulating judgment on _ the 
question and desirability of ex- 
tending loans to specialized fi- 
nance companies. I think five 
guide posts are important for you. 

(1) Number one, of course, will 


always be the sum total of char- 
acter, integrity, background ex- 
perience, and profit-making rec- 
ord of the specialized finance bor- 
rower. Each diversified type of 
financing, while highly desirable, 
requires individual appraisal. The 
vaiuation of the installment pa- 
per and time sales paper must be 
determined. It is important to 
know the length of terms of re- 
tail paper, the approximate gross 
service charges, the insurance fa- 
cilities, insurance loss ratio, and 
the bad debt losses on the retail 
volume. Sometimes, loss ratios 
can be deceptive. It is important 
to know whether a finance com- 
pany is Operating on a recourse 
or non-recourse basis, whether a 
large part of the volume is new 
or used cars. 

(2) As to direct personal loans, 
there must be determined the 
terms, rates and loss ratios. Very 
often personal loan loss ratios are 
not the final word. In some areas 
of the country, higher rates sup- 
port greater loss ratios which are 
considered normal. This is de- 
pendent, too, upon the laws of the 
states in which the companies op- 
erate. Valuable industry compar- 
ative statistical data, made avail- 
able by the Robert Morris Asso- 
ciates, First National Bank of 
Chicago, and finance trade asso- 
ciations, can be used for portfolio 
evaluations. I recommend use by 
you of the Robert Morris Ques- 
tionnaire. The portfolio data con- 
tained therein, which finance 
companies make available to bank 
credit men, go a long way toward 
supplying most of the pertinent 
facts required for your credit 
judgment. Possibly the most crit- 
ical test of any finance company 
is the content and complete ex- 
amination of its portfolio. The 
next most important test is the 
specialized finance company’s li- 
quidity. 

3) Then there is the history of 
bad debt losses. If I were judg- 
ing credits for banks, a major por- 
tion of my consideration would go 
to study of the liquidity and con- 
centration. Discussing the meaning 
of concentration, we in the spe- 
cialized finance industry think of 
concentration in terms of the ulti- 
mate debtors. Bank credit men 
think in terms of single name pa- 
per and balance sheet ratios of 
current assets to current liabili- 
ties. 

When a manufacturer, for ex- 
ample, has financed one-quarter 
million dollars in accounts, we do 
not think of the total sum of 
$250,000 as representing a single 
concentration. We think in terms 
of the ultimate debtors involved. 
If there is no single debtor who 
owes more than about 20% of the 
total of the $250,000, we feel that 
we are reasonably free from con- 
centration. In bank parlance, a 
single name note from one of 
your customer-borrowers is not to 
be confused with the client of a 
specialized finance company who 
may have 25 debtors, each having 
its desirable diversification char- 
acteristics, since no debtor owes 
more than 10% of the total 
amount. We are not concerned 
with ratios of current assets to 
current liabilities. We are, of 
course, extremely analytical of the 
accounts receivable which are of- 
fered for sale or pledge. 

(4) We may also have to revise 
our thinking about borrowing 
limits for the specialized finance 
company. Often we see banks 
willing to rediscount for svecial- 
ized finance companies to the ex- 
tent of five to 10 times their net 
working capital. On an unsecured 
basis, these same banks would not 
lend more than two to four times 
net working capital. Assuming 
there is integrity, ability and hon- 
esty in the management, use of 
the collateral or rediscount ar- 
rangement archaic, because 
finance companies have no liabil- 
ities other than bank credit. 


(5) As to the open accounts re- 


is 
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ceivable and factoring business, 
an anaiysis of this type of busi- 
ness requires first, examination 
of the type of accounts and the 
goods sola and delivered; second, 
examination of the dilution and 
returns, and most emphasis shouid 
be placed on liquidity, and sea- 
soned and experienced tinance 
company personnel. If there is 
any uaimportant facet, it is the 
over-emphasis many bank credit 
men piace on volume of accounts 
financed as an important indi- 
cator. 

Like many @f-my colleagues in 
our field, | preter to relate, as iar 
as possible, all ratios to average 
cash outstanding — most particu- 
larly in a diversifed operation. 
Banks have the right to insist that 
the lines of credit, and the ratio 
of lines of credit should be based 
on finance assets only, and not on 
items placed “below the line on 
the balance sheet,’ as extraneous 
assets. We know that consolidated 
financial statements are often not 
a good guide to a clear credit an- 
alysis. It is important to obtain 
individual statements of the spe- 
cialized finance borrower, and al! 
subsidiaries. One of the reasons 
I strongly urge you to become 
familiar with specialized finance 
companies is that we can thus 
prepare ourselves to meet the ex- 
panding needs of our country’s 
economy. - 

In order to develop more bank 
lines for the specialized finance 
companies—and hence more busi- 
ness for the banks—there is an- 
other area in which you, as bank 
credit man, can help. I have in 
mind the smaller country banks, 
your correspondent banks. 


One-Third of Commercial Banks 
In Wholesale Lending to 
Finance Companies 

Today, we find that about one- 
third of the 15,000 commercial 
banks engage in wholesale lending 
to finance companies. But many 
of the smaller banks, while they 
may occasionally buy commercial 
paper, are not so active in this 
lending field as they should be. 
You can do much to alert the 
self-interest of the smaller banks 
throughout the country to the 
need and importance of develop- 
ing a closer relationship between 
specialized finance companies and 
smaller banks. Also, the deposits 
which specialized finance com- 
panies can make available to 
smaller banks in consideration of 
lines of credit, should be a greate: 
attraction than the commercial 
paper, which carries with it no 
commensurate deposit balance of 
the finance companies. 

In this direction, one finds quite 
often that the top 10 specialized 
finance companies almost monop- 
olize the limited lines that are 
now available, whereas many of 
the 4,500 to 5,000 specialized fi- 
nance companies, many having 
capital funds in excess of $1 mil- 
lion, are unable, even in their own 
communities, to obtain the neces- 
sary lines of credit. This is par- 
ticularly true if the smaller 
nance companies are located away 
from the important reserve city 
banks. 

Here is an opportunity for you, 
over a period of time, to educate 
the smaller banks to the advan- 
tages of the direct lending and 
line relationships with specialized 
finance companies. Of course, we 
know that the largest banks in the 
leading cities do make available 
substantial lines of credit to fi- 
nance companies. I also recognize 
that fully two-thirds of the 15,000 
banks may not make unsecured 
loans in excess of $15,000 or 
$20,000 because of capital funds 
under $200.000. Yet, within the 
moderate-sized and fairly we!'l 


capitalized banks, there are hun- 
dreds, perhaps thousands, of banks 
that could qualify in this lending 
group. 
From a 


fj- 


recent confidential 
questionnaire, circulated among a 


number of banks throughout the 
country under the auspices of the 
Robert Morris Associates, I have 
interesting figures to report to 
you, from which you can draw 
your own conclusions. Approxi- 
mately 750 questionnaires were 
sent out; 363 were returned. 
About 300 of them were used in 
connection with this survey; the 
remainder did not show sufficent 
data for our purposes. The most 
significant figure was that the 
five largest finance companies in 
the country utilized 62%—this is 
an average figure—of all the lines 
of credit available to finance 
companies. From the question- 
naire, it is not readily ascertain- 
able that it is the same five large 
companies in each instance, but 
the assumption must be that, in all 
probability, reference is to the 
five largest financial companies in 
the country. 


The significance of these statis- 
tics is that the largest amount of 
credit flowing from banks with 
capital from $2 million to $25 mil- 
lion, goes to large finance com- 
panies, while hundreds of me- 
dium-sized and several thousand 
smaller-sized finance companies 
are left to scramble for adequate 
bank credit. From the figures we 
have just quoted, it is quite evi- 
dent that there is considerable 
room to expand bank lines to 
many of the smaller and medium- 
sized finance companies, to the 
profit of bank lenders. 


Statistics on Bank Credit Lines 


The foilowing statistics on bank 
credit lines to finance companies, 
as a percentage of their deposits, 
should be interesting to you. 
Banks with under $5 million in 
capital, on the average, have only 
3% finance company lines as a 
percentage of their deposits. 
Banks with over $25 million in 
capital have about 4%% in fi- 
nance company lines as a per- 
centage of their deposits. The 
average finance company line is 
4% of deposits. This is apart from 
direct finance and consumer 
credit lending operations of banks. 
It does, however, point up the 
percentage of finance company 
bank lines, in relation to bank de- 
posits, as being still low. 


As to the question of utiliza- 
tion of all of the lines, it is very 
interesting to know that, with 
respect to banks having capital of 
under $2 million, lines granted to 
finance companies were utilized, 
on the average, to the extent of 
76%. In the case of banks having 
capital of over $25 million, these 
lines were utilized, on the aver- 
age, to the extent of 53%. 

Evidently, the larger compa- 
nies, dealing with the larger banks, 
were able to raise working capi- 
tal requirements through the sale 
of commercial paper and long- 
term debt. Instead of concentrat- 
ing all loans to a few large fi- 
nance companies, many of the 
smaller banks could profitably 
join, perhaps in syndicate form, to 
extend loans to the medium- 
sized finance companies. 

Each year Standard Factors 
Corporation prepares a Roster of 
the 100 Largest Specialized Fi- 
nance Companies, including fi- 
nance companies with capital 
funds in excess of $1 million. 
From this Roster we have de- 
termined that the top 23 com- 
panies—most of which operate 
nationally and regionally — have 
capital funds in excess of $10 mil- 
lion each. We define capital funds 
to include capital and subordi- 
nated debentures. Therefore, there 
are approximately 80 companies 
or more, with capital funds of be- 
tween $1 million and $10 million, 
operating, for the most part, on 
local and regional bases. These we 
identify as the medium-sized fi- 
nance companies. Most of these 
specialized finance companies 
might qualify as excellent bor- 
rowers. It is these medium-sized 
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finance companies that will fully 
utilize their. bank lines. 


Advantages to Banks in Lending 
Te Finance Companies 


From-an earnings. standpoint, I 
should like to point out certain 
advantages of the wholesale 
lender (i.e., the bank), as against 
the retail lender (i.e., the finance 
company). In 1953, Standard 
Factors Corporation earned about 
4%, or $409,000 before taxes, on 
the average cash outstanding. In 
that same year, we paid our banks 
about $330,000 in bank interest, 
about 3.30%, also before taxes and 
bank overhead. 


To our banks, the cost of servic- 
ing Standard’s loans did not com- 
pare with the cost of servicing the 
$110 million of multiple daily 
transactions by Standard for its 
hundreds of clients... The point 
here is that banks have not only 
the protection of Standard Fac- 
tors’ $4 million in capital funds 
to protect them from losses, but 
they earned practically as much 
as wholesalers of the monies, as 
Standard did as retailers. More- 
over, this was after Standard paid 
the overhead toll, without the 
banks having any of the compar- 
able risks, or multiple servicing 
expense requirements. 

Another specialized finance com- 
pany, showing similiar statistics, 
is Commerce Acceptance C om - 
Pany of Atchison, Kansas. For 
the fiscal year ended Sept. 30, 
1953. Commerce Acceptance 
earned about 4%, or $303,000 be- 
fore taxes, on approximately $8 
million average cash outstanding, 
and paid the banks about 3% in- 
terest, or the approximate sum of 
$232,000. 


I wish to point out here that, 
under any fair system of account- 
ing, when a bank is engaged in 
the direct lending business, for 
purposes of comparison, the gross 
return on average cash outstand- 
ing would have to be at least 10% 
per annum to cover overhead ex- 
penses and be on the same basis 
as the fimance companies. 

About 25% to 30% of the an- 
nual gross income of the average 
specialized finance company is 
additionaly available to bank 
lenders as protection, after all ex- 
penses but before taxes — apart 
from stockholders’ capital risked 
by the finance companies. This 
is additional protection of bank 
loans to finance companies. 


This umbrella of earnings be- 
fore taxes is not an inconsequen- 
tial.margin of safety for banks 
and institutional holders of sub- 
ordinated debentures. For exam- 
ple, last year Standard Factors 
Corporation had a gross income 
of about $1% million. The sum 
of $409,000 net profit before taxes 
was thus additionally available as 
a cushion against losses. In the 
case of the larger companies, the 
umbrella — percentage - wise — of 
additional protection is even 
greater. 

I should like to conclude, as I 
started, by emphasizing the wel- 
fare of our economy. A great op- 
portunity is offered to bank credit 


ers will continue to finance the 
urgent needs of industry and con- 
sumers, and help build a greater 
and stronger nation for all of us. 


Merrill Lynch Group 
Offer Winn & Lovett 
Grocery Debentures 


Merrill Lynch, Pierce, Fenner 
& Beane and associates yesterday 
(March 31) offered $10,000,000 
Winn & Lovett Grocery Co. sink- 
ing fund debentures, 344% series 
due 1974 at 100%% and accrued 
interest. 


Net proceeds from the sale of 
the debentures will be used to the 
extent of $4,400,000 to prepay out- 
standing loan term notes payable, 
and the balance will be added to 


the company’s general funds. 
These general funds may be used 
for the payment at maturity of 
$2,000,000 presently outstanding 
commercial paper due June 25, 
1954: to carry increased inven- 
tories; for the further expansion 
and improvement of the com- 
pany’s chain of stores, warehouses 
and other facilities; and for the 
possible acquisition of other food 
stores or chains of stores. 

Redemption of the debentures 
may be made at prices ranging 
from 1033%4% to par. Sinking fund 
debenture redemptions may be 
made at receding prices from 
10042% to par. 

Winn & Lovett Grocery Co. 
operates a chain of retail self 
service, cash - and - carry food 
stores which deal in groceries, 


meats, fruits, vegetables, dairy 






products, seafood, frozen foods, 
ice cream, bakery products, tobac- 
co, candy and certain household 
supplies and other goods usually 
sold in general retail food busi- 
ness. All of the company’s. 192 
stores operated at Jan. 9, 1954 
contain meat and produce depart- 
ments and carry a complete line 
of frozen food products, the major 
part of which is distributed di- 
rectly from the company’s own 
warehouses. All stores have com- 
plete self-service dairy depart- 
ments. The majority of the stores 
sell beer and many also sell wine. 


The company’s stores are oper- 
ated under the names “Lovett’s,” 
“Margaret Ann,” “Kwik Chek,” 
“Steiden,”’ “Table Supply,” and 
“Piggly Wiggly.” The company 
operates in Florida, Georgia, Ala- 
bama, Kentucky and Indiana. 
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Troster Campaigns for 
Uniform Traffic Signs 


Col. Oliver J. Troster, Troster, 
Singer & Co., New York City, is 
campaigning for the adoption of 
uniform traffic signs throughout 
the United States, similar to those 
used abroad. Col. Troster has an 
attractive card showing the sig- 
nals which he favors, as used in 
Europe. 


Akin-Lambert Adds 


(Special to Tae FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Harold 
T. Collins has been added to the 
staff of Akin-Lambert Co., Inc.,’ 


639 South Spring Street, mem-. 
bers of the Los Angeles Stock Ex- 
change. 











THE STORY OF A BUSINESS 
THAT’S READ BY MORE PEOPLE 
THAN MANY A BEST SELLER 





to be made. 





Uncle Sam’s busy mail carriers recently delivered more than a 
million and a quarter copies of a newly published book. You 
wouldn’t exactly call it a best seller, yet it has no doubt already 
been read by more people than many books on the best seller list. 
Every line in this book is true, yet for sheer drama it sets a pace 
that fiction would find hard to follow. 


of modern history — American history — newly made and still 


It is the most modern 





1. is the latest edition of the 
report that goes each year from the 
American Telephone and Telegraph 
Company to its shareowners—the 
people who provide the money to build 
the telephone system. 

In our school history, books we 
read with a sense of wonder about the 


laying of a cable across the Atlantic 


network color television soon to be in 
the American home. 

It tells of guided missiles that will 
guard our great cities against air at- 
tack, and of telephone warning sys- 
tems reaching to the far northern 
shores of our continent. 

It tells of new devices coming 


out of the laboratory and into the 


half of all your Long Distance calls 
are dialed by the operator straight 
through to the distant telephone. 

A thrilling story surely of things 
done and to be done, but chiefly it is 
a story not of things but of people. In 
the words of Cleo Craig, President of 
the American Telephone and Tele- 
graph Company, “Ours is a service of 
























officers to learn everything there 
is to know about our field of 
specialized finance. Grapple with 
it; study the field. The specialized 
finance industry is perhaps your 
most important customer today. 
In the foreseeable future, we will 
perhaps occupy an even more 
vitally important role. 

Banks and finance companies 
do not compete; they cooperate! 
Let us strengthen our partnership. 
Please remember the specialized 
finance companies are your serv- 
ice agencies. We are equipped to 
serve the recurrent multiple 
transactions of financing the small 
businessman, and the instal!]ment 


that carried messages in faint dots telephone system. One of the most neighbor to neighbor—human, per- 


and dashes. striking of these is the tiny transistor __ sonal, friendly, courteous. 


This modern history book tells of —the mighty mite of our electronic “All the progress told in this an- 


a new kind of cable soon to be laid on world. nual report is the work of men and 


the ocean floor that will carry thirty- But these dramatic chapters are women, the people of the telephone 


six messages at one time from conti- dwarfed by all that is implied in the companies, of the laboratory, of the 


nent to continent, not in dots and simple statements that America in manufacturing and supply organiza- 


dashes but in the human voice itself. 1953 passed the fifty million mark in tion. To say that 1953 was a con- 


It tells the dramatic story of tele- telephones, that 80° of all Bell tele- structive and successful year is also 


vision networks serving 161 cities, of phones are now dial, and that nearly to say “They made it 0.” 














financing and consumer credit 

need; of the American public. , i 
With your help, the I meno Would you like a copy of the report? We'll be glad to send it to you. Just »dress 
partnership that already exists the American Telephone and Telegraph Company, 195 Broadway, New York 7, N. Y. 
between the specialized finance 








companies ar 








id commercial! bank- 
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the Maximam Tax Yield 


On Bonds Sold Before Maturity 


By L. WILLIAM SEIDMAN, CPA 
Seidman & Seidman, Certified Public Accountants 


Pointing to the increase in the number of bonds selling at a 
premium, Mr. Seidman contends this affords bondholders op- 


portunity for a tax advantage. 


ample but urges caution, since the advantage depends on the 


Illustrates his point by an ex- 


amount of the premium in the bond price and the size of the 
investment. 


Like Humpty-Dumpty, interest 
rates have taken a great fall, and 
apparently, few of the Adminis- 
tration’s men are interested in 
putting them 
back up again. 
This reduction 
in interest 
rates means 
that many 
bond buyers 
are finding 
themselves in 
the favorable 
position of 
owning bonds 
which are 
selling at a 
substantial 
premium 
above their 
face value 
and above purchase cost. The 
premium, of course, reflects the 
fact that the bond carries a higher 
coupon interest rate than the pre- 
vailing interest yield. 


L. William Seidman 


The increase in the number of 
bonds selling at a premium af- 
fords the holders an opportunity 
for tax advantage. To illustrate 
the point, let us first take the case 
of a corporation which owns U. S. 
Government bonds selling at a 
premium, and the interest on 
which is fully taxable. Our cor- 
porate holder has $100,000 of these 
bonds which are worth, because of 
the premium, $105,000. They are 
ten-year bonds with a coupon rate 
of 24%2%, but are selling on a 
2.38% basis. 

If the corporation continues to 
hold these bonds until maturity, 
it will receive interest at the 
244% rate, or $2,500 a year for 
ten years, making a total of $25,- 
000. Assuming a corporate tax 
rate of 50%, it will pay one-half 
of this amount to the government 
in taxes and will retain a total of 
$12,500. On the other hand, if our 
corporate holder sells the bonds 
now and immediately repur¢hases 
the same bonds, the tax results go 
something like this: 


The bonds, we will assume, 
were purchased on issuance at 
par, and will be sold for a 5-point 
premium, so the corporation will 
immediately incur a capital gains 
tax on the gain of $5,000. Ata 
capital gains tax rate of 25%, the 
tax will be $1,250, leaving the 
corporation with $103,750 to re- 
invest. 


The immediate repurchase of 
the same bonds, selling at 105, re- 
sults in the purchase of face value 
bonds of $98,800. The difference 
between the $98,800 and the $103,- 
750 represents the premium paid 
on such bonds. The coupon inter- 
est income from these bonds will 
be $2,470, or $24,700 for the ten- 
year period. But this is not the 
taxable income, because the pre- 
mium paid of $4,950 can be amor- 
tized (that is, deducted in annual 
installments) over the life of the 
bond. This results in taxable in- 
terest of $1,975 per year, or a to- 
tal of $19,750 over ten years. Ap- 
plying the 50% corporate tax rate 
to this amount we find that the 
corporation pays a tax of $9,875 


) — Net Income 
Individual 
Inceme Tax With 


Ne Sale 


$14,250 


which deducted from the $24,700 
leaves a net after taxes of $14,825. 
Deduct from this the differen¢e 
in redemption value of $1,200 
($100,000 as against $98,800 on re- 
purchase) and you have a net 
income of $13,625, or $1,125 more 
than it would have been if the 
corporation had merely sat with 


the original bond investment. This ~ 


is nearly a 10% increase in in- 
come. 
Reason for the Net Gain 

The reason for the net gain is 
not difficult to find. By selling, 
the company is realizing its pre- 
mium as a capital gain, while by 
holding, it is realizing its premium 
by the way of increase interest, 
taxable at ordinary rates. The 
advantage, however, is limited 
solely to the amount of premium 
above par realized on the sale. 

A word of caution should im- 
mediately follow this example. 
The foregoing illustration assumes 
a constant corporate tax rate of 
50%. To the extent that the tax 
rate is reduced during the ten 
years, the differential will nar- 
row. Further, a reduction in the 
capital gain rate would have made 
it more advantageous to wait un- 
til such reduction were in effect 
before the sale were made. No 
provision is made in the computa- 
tion for the cost of sale, and re- 
purchase, because ordinarily it is 
too small to change the effect of 
the transaction. 

A final item to be noted is that 
the sale involves a prepayment 
of tax. In the example, $1,250 was 
prepaid by the taxpayer and thus 
was lost for investment purposes. 
However, the loss of this amount 
of money over the period to bond 
maturity is minor compared with 
the tax saving as shown by the 
foregoing figures. 


Advantage Especially Important 
to Banks 

The advantage of “turning over” 
bonds in this manner is especially 
important in the case of large in- 
vestors such as banks. Of course, 
the shorter the term of the bond, 
the less risk there is of tax rates 
changing substantially and thus 
the more certain becomes the tax 
saving. A bank will, of course, 
generally be in an advantageous 
position from this point of view. 

While the foregoing illustration 
deals with corporations, the same 
rules apply to individuals. To the 
individual in the top brackets, the 
saving is even more pronounced 
than that for the corporation be- 
cause the differential in the tax 
rate between ordinary income and 
capital gain is much wider. In 
fact, if an investor in the 90% 
individual income tax bracket 
were to undertake the sale and 
repurchase previously described 
in our corporation illustration, his 
net return after taxes would be 
$5,725 as against $2.500 if no ac- 
tion were taken. This is a net 
saving over the ten-year period 
of $3,225, or over 100% increase 
in return. Of course, an investor 
whose tax rate was in the lower 
brackets would make little saving. 


The accompanying table indi- 


After Taxes — 
With 
Sale and 
Repurchase 


$15,150 
13,030 
9.280 
5,725 


Increase 
£900 
1.280 
2.280 
3,225 


cates the saving to individuals in 
the various tax brackets if each | 
undertook the same type of trans- 
action originally outlined, that. is, 
the sale of $100,000 worth of ten- 
year bonds purchased at par. The 
sale at the current premium of 
5 points to be followed by an im- 
mediate repurchase of the same 
bonds at the total sales price less 
capital gains tax. The repurchased 
bonds will be held to maturity. 

' One further point with respect 


' to bonds whose interest is fully 


taxable. For purposes of illus- 
tration it has been assumed the 
same bonds will be repurchased. 
This is not necessary. The tax 
gain results from the sale of bonds 
which have appreciated over par 
since purchase. The repurchase 
can be made of any bonds with 
the same yield. In fact, if rein- 
vestment is made in bonds selling 
at a discount, the tax advantage 
/will be even larger. 

As explained in a _ previous 
article (“How to Get the Maxi- 
mum ‘After Tax’ Yield on Bonds” 
—Commercial & Financial Chron- 
icle, Oct. 22, 1953) the investment 
rule is that, insofar as taxes are 
concerned, it is advantageous to 
buy taxable bonds at a discount 
Our corollary can. now be that 
“it is advantageous to sell taxable 
bonds which are selling at a pre- 
mium if the sale will result i 
capital gain to the investor.” 
_—In the case of bonds, the inter- 
est on which is tax-exempt, the 
opposite conclusion is reached. A 
bondholder who owns a bond of 
this character and sells it at a 
gain will pay a capital gains tax 
on the appreciation. However, if 
he holds the bond to maturity and 
merely collects interest, he would 
pay no tax. Again, premium 
merely represents a change in the 
interest rate, and the payment of 
tax on this adjustment is undesir- 
able. Referring again to the sale 
of the $100,000 24%.% bond which 
is selling at a 5-point premium, 
but this time assuming that the 
bond is tax-free in nature. the net 
result to the individual of a sale 
and repurchase will be a loss, 
representing primarily the capi- 
tal gains tax paid. If the bond 
were held to maturity, $2,500 an- 
nually of net after-tax income 
would be received. On a sale and 
repurchase the net income is re- 
duced to the equivalent of $2.350 
annually, (the difference being 
1/10th of the $1,250 capital gains 
tax). 

To summarize, an easy invest- 
ment rule of thumb, insofar as 
taxes are concerned, is, other fac- 
tors being equal: 


(1) There is an advantage in 
selling taxable bonds which are 
on a premium basis if the sale 
will result in a capital gain to the 
seller. Repurchase of bonds sell- 
ing at the same yield rate must 
be made. 


(2) There is a disadvantage in 
selling a tax-exempt bond on 
which the investor will have a 
capital gain. 


American Exchange 25-Yr. 
Club Elects Officers 


At the annual meeting of the 
American Stock Exchange Em- 
ployees’ Quarter Century Club, 
Joseph R. Mayer was elected 
President, Isidore B. Kamp, Vice- 
President, Francis X. Gaudino, 
Treasurer and Bernard T. Supple, 
Secretary. 


Mr. Mayer is Assistant Treas- 
urer of the Exchange and director 
of the finance department. He 
joined the Exchange as a book- 
keeper in 1924 and became Assist- 
ant Treasurer in 1939. He is a 
member of the Wall Street Post 
of the American Legion and 
served in the U. S. Army during 
World War II. 


The American Stock Exchange 
Employees’ Quarter Century Club, 
organized in 1946, is composed 
of employees who have been on 
the staff of the Exchange for 25 
years or longer. 


_ 
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Some Aspects of | 
"Open End Mortgages. 


By JOHN J. MACKEY* 
Soliciter, Dime Savings Bank of Brooklyn 


Mir. Mackey explains use of “open end” mortgage type of lend- 

ing represented by readvances to borrowers. Says this type 

of mortgage is much less burdensome than FHA modernization 

loans. Holds many merchandizing outfits selling household 

equipments are particularly interested in furthering this “open 
end’ mortgage type of financing. 


Many people are under the mis- 
taken impression that the “open 
end” mortgage type of lending is 
of recent vintage. On the con- 
trary, this 
type of mort- 
gage had its 
inception in 
England many 
years ago 
where it was 
recognized 
under their 
Common Law. 
It found its 
way to this 
country at the 
very begin- 
ning and is 
quite general- 
ly used now 
in a number 
of states outside of New York. 

Some of these states have en- 
acted legislation establishing the 
priority of readvances made on 
this type of mortgage over inter- 
vening liens. In New York, how- 
ever, there are no such statutes. 
There are, however, a number of 
decisions upholding the priority 
of readvances over judgments and 
subsequent encumbrances other 
than statutory liens, such as: Me- 
chanic’s liens, Federal liens, real 
estate taxes and assessments, etc. 


It should be kept in mind that 
readvances must be limited to an 
amount which, when added to the 
existing balance, does not exceed 
the original principal amount of 
the mortgage. 


The Dime Savings Bank of 
Brooklyn incorporated an “open 
end” mortgage clause in its mort- 
gages back in 1950, but have made 
only a few readvances on them as 
these mortgages have not been 
sufficiently reduced in amount to 
warrant a readvance. We have, 
however, made a number of re- 
advances on mortgages which do 
not contain the “open end” clause, 
by having the borrower join with 
us in a form of modification 
agreement, which incorporates the 
“open end” clause in the original 
mortgage and sets up the amount 
of the readvance and the terms 
of repayment. 


Arrangements have been made 
with City Title Insurance Com- 
pany, Title Guarantee & Trust 
Company, Home Title Guaranty 
Company, and Guaranteed Title & 
Mortgage Company to insure such 
readvances under their regular 
form of mortgagee policy. 

The fees for such insurance 
have been substantially reduced 
so that a readvance of $2,000 can 
be had for the nominal costs in- 
dicated below: 

Title insurance (% of 

1% of readvance)_. $10.00 
Mortgage tax ___-_--- . 10.00 
Recording and prepar- 

ation of readvance 

agreement 


John J. Mackey 


This type of borrowing is much 
less burdensome than the usual 
FHA Modernization Loan, which 
has to be repaid within three 
years, whereas the “open end” ad- 
vance may be spread over the en- 
tire life of the mortgage by a 
slight increase in the monthly 
payment, or the monthly payment 


*A talk by Mr. Mackey at the Annual 
Savings end Mortgage Conference, Na- 
tional School Savings Forum, American 
Bankers A-<<«-ciation, New Yerk City, 
March 2, 1954. 


may remain the same and the 
term of the mortgage extended 
accordingly. 

Let us compare the difference 
in the terms of repayment on 
these two types of loans. 

A $1,000 modernization loan at 
a 5% discount requires a monthly 
payment of $31.94 because of the 
three year limitation on maturity. 
Whereas a $1,000 readvance under 
an “open end” 5% mortgage hav- 
ing 15 years to run, requires only 
a monthly payment of $7.91, or if 
the loan is extended sufficiently 
to liquidate such readvance and 
the old balance of the debt, no in- 
crease in the monthly payment 
is required. 

The “open end” type of mort- 
gage has been featured in a num- 
ber of the housing developments 
financed by us. These builders 
advise their buyers that they may, 
when the mortgage has been re- 
duced, obtain a readvance for 
improvements to the extent of 
such reduction on the very lenient 
terms above indicated. 


The instrument evidencing the 
readvance is recorded and the 
payment of the tax on the read- 
vance indicated thereon by the 
Register’s Office. The instruments 
are returned to the mortgagee and 
are available with the original 
mortgage instruments evidencing 
ere debt, should foreclosure fol- 
Ow. 


The notation of the mortgage 
tax payment on the Readvance 
Agreement is essential to meet the 
requirements of Section 258 of the 
Tax Law, which provides: 


< . that no mortgage of real 
property which is subject to tax 
imposed by this article should be 
released, discharged of record, or 
received in evidence in any action 
or proceeding, nor shall any as- 
signment or agreement extending 
any such mortgage be recorded 
unless the tax imposed thereon 
by this article shall have been 
paid as provided in this article. 
No judgment or final order in any 
action or proceeding shall be 
made for the foreclosure or the 
enforcement of any mortgage 
which is subject to the tax im- 
posed by this article or of any 
debt or obligation secured by any 
such mortgage unless the tax im- 
posed by this article shall have 
been paid as provided in this ar- 
ticle.” 

The section also prescribes a 
penalty for non-payment of the 
mortgage tax. 


A Readvance Agreement should 
be executed and recorded at the 
time each subsequent readvanee 
is made and the mortgage tax paid 
on the amount of such readvance. 


We find this type of transaction 
attractive because of its simplic- 
ity and the speed with which it 
can be consummated. Mortgage 
advances insured by The City 
Title Insurance Company are 
based on a very complete Affi- 
davit of Title and no search is 
actually made by them for possi- 
ble intervening encumbrances, 
which enables us to close the re- 
advance in a couple of days. The 
other companies insure only 
where advances are made on 
mortgages that they have previ- 
ously insured and make a search 
from the date of such mortgage, 
which delays the closing some- 
what. 


Many merchandising outfits 
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selling household equipment are 
particularly interested in further- 
ing the “open end” mortgage type 
of financing because of the leni- 
ency of the terms of repayment, 
and consequently since this plan 
has been inaugurated we have 
been contacted by a number of 
banks and merchandising concerns 
who wish to get our setup for 
use in their local communities. 


Package Mortgages 


This type of mortgage has been 
used by The Dime Savings Bank 
of Brooklyn for a number of years 
and is particularly adaptable on 
residential developments. The 
Dime Savings Bank of Brooklyn 
specializes in this type of lend- 
ing and has found that most of 
our builders include in their sale 
some items such as Refrigerators, 
Gas Stoves, Washing Machines, 
Dryers, Garbage Disposal Units, 
and Freezing Units. These items 
are included in the Personal Prop- 
erty Clause contained in our form 
of mortgage. 

The inclusion of these items in 
the builder’s sales contract on the 
property and the mortgage evi- 
dencing our loan is of material 
help to the home buyer in that he 
enjoys the use of them immedi- 
ately upon his occupancy and ob- 
tains the benefit of the long term 
financing made available under 
the provisions of our mortgage. 

It is, therefore, unnecessary for 
him to acquire such items after 
he moves into the property and 
subject himself to the burdensome 
terms of short term appliance loan 
repayable concurrently with his 
mortgage payments. We are, of 
course, quite concerned about the 
payment ability of our borrowers 
and they have to measure up to 
our requirements as to income be- 
fore we commit the loan. 

It is not practicable, however, 
for us to restrain the owner from 
overburdening himself in acquir- 
ing equipment for his home. We 
do advise him that under the 
terms of the mortgage which he 
has placed on his property, there 
is available an “open end” c'ause 
pursuant to which he may obtain 
readvances on an easy repay- 
ment basis when his principal has 
been reduced sufficiently. 

This has a tendency to induce 
him to wait until he has paid off 
enough on his mortgage to permit 
him to reborrow his requirements 
for additional equipment. 

In New York State the inten- 
tions of the parties govern as to 
whether or not such equipment 
is deemed to be covered by the 
mortgage on the real estate, and 
the recital of such equipment in 
the mortgage is conclusive evi- 
dence of such intent. 

The law on this subject has 
been firmly established in the 
ease of Manufacturers Trust Com- 
pany v. Peck-Schwartz Realtv 
Corporation, 277 N. Y. 283: as well 
as in General Synod of the Re- 
formed Church in America v. 
Bonac Realty Corp., 297 N. Y. 119. 


Bankers Offer Tenn. 
Gas Transmission Pfd. 


A new issue of 100.000 shares 
of 5.12% cumulative preferred 
stock, $100 par value, of Tennes- 
see Gas Transmission Co., was of- 
fered’' on March 39 by a group 
headed jointly by Stone & Web- 
ster Securities Corp., and White, 
Weld & Co. at $100.275 per share 
plus. accrued dividends from April 
1, 1954. 

The wreferred is callable at 
$105.37'2 per share if redeemed 
prior to April 1, 1957,:and there- 
after at prices declining ‘to 
$100.37'2 per share after April 1, 
1969. A sinking fund, providing 
for retirement of all of the new 
preferred shares by 1984, will 
commence operation in 1959. 

Proceeds from the ¢ale will ‘be 
applied to the payment of ut- 
standing short-term: notes. These 
were incurred in connection with 
the company’s expansion program 


which. it is anticipated, will in- 
crease daily delivery capacity of 
the company’s system to 1,560,000 
MCF by the end of 1954. 
Tennessee Gas Transmission 
owns and operates a natural gas 
pipe line system extending from 
the Rio Grande Valley of Texas 
to terminal points in West Vir- 
ginia and near the New York- 
Massachusetts state line. Principal 
deliveries are made to subsidiaries 


of The Columbia. Gas System, 


Inc. and of Consolidated Natural 
Gas Co., and to several other 


companies, including its own sub- 
sidiary, Northeastern Gas Trans- 
mission Co. 


Operating revenues for the 12 
months ended Dec. 31, 1953, to- 
taled $133,331,000 and net income 
amounted to $18,932,000. 








George E. Noyes With 
Blunt Ellis & Simmons 
(Special to Tue Financia, Cmronicis) 


CHICAGO, Ill. — George E. 
Noyes has become associated with 
Blunt Ellis & Simmons, 208 South 
La Salle Street, members of the 
New. York and Midwest Stock 
Exchanges. Mr. Noyes was for- 
merly with Harris Hall & Co. 


’ 
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Stanley Elected: —. 


Stanley T. Stanley, senior 
partner of Jacquin, Stanley & Co., 
members New York Stock Ex- 
change, has been elected Vice- 
President and director in charge 
of finance of Trans-Era Oils Ltd. 
of Toronto, Canada, according to 
Julian B. Adoue, Jr., President. 
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An OUTSTANDING FEATURE of El Paso 
Natural Gas Company’s 1953 Annual Report is the 
comment on the Company’s campaign to develop 
new gas reserves — fuel for the future. 


The Company is mecting a constantly increasing 
demand for gas. It is reliably estimated that in 
1953 the population of California, Arizona, New 
Mexico, west Texas, and Utah which is served by 
the Company grew by more than 485,000 people, 
a rate of growth unprecedented elsewhere in the 
United States but typical of this area during the 
last decade, as shown by United States Census 


Bureau figures for 1940-1950. 


The growth of public demand for natural gas, 
combined with the need to maintain present serv- 
ice, necessitates a Constant, vigorous program to 
discover new reserves. As a part of its plan to meet 
what it considers as its obligation to the consumer, 
the Company has acquired gas rights underlying 


more than one million acres of land in Utah, 

















wwe en, 
. . 





RVATUEL FOR 
THE FUTURE 


Colorado, New Mexico, and Texas and is acquir- 
ing gas rights on substantial additional acreage in 
these States and in Wyoming and Nevada. Inten- 
sive exploration and development are being carried 
out to evaluate this acreage and develop proven 


reserves primarily for the service of its customers. 


So that the Company may continue its search for 
these new reserves for the future, it is asking the 
Federal Power Commission to permit the Company 
to engage in exploration for gas on a competitive 
basis with other producers. 


Ty] rm | , » I ; ; trp | polls ‘ 
The supply cannot be maintained except by intelligent, 


f 


d resslve ¢ pie Tilt ; 

dat . . : 
[he various aspects of exploring for 
as other phases of the ¢ ompany '§ OF ition and 
expansion, are discussed in detail in the 1953 Annual 
Report to Stoc! holders, copies ol VW hich Widy be 


obtained by w riting to El Paso Natu il Gas Com- 


pany, I | Paso, | exas. 
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Britain and East-West Trade 


By PAUL EINZIG 
Dr. Einzig notes growing movement in Britain to expand trade 
with the Communist countries. Lists as reasons for this devel- 
opment: (1) change in attitude of Soviet Government regard- 
ing policy of controlled countries trading with West; (2) new 
Soviet policy of raising living standards of its people; (3) 
sale of Russian gold indicates Soviet Government is in position 
to import; (4) rising German and Japanese competition forces 
Britain to seek new export markets; and (5) expansion of trade 
with East is regarded as best way to increase British exports. 


LONDON, Eng. There is a 
growing pressure on the govern- 
ment in favor of adopting a policy 
aiming at a substantial expansion 
of British 
trade with the 
Communist 
countries. The 
movemefit 
cuts across 
party lines. 
Until recently 
the agitation 
for East-West 
trade was sus- 
pected as be- 
ing just an- 
other Commu- 
nist stunt, like 
the phoney 
“peace move- 
ment,” Every- 
body who associated himself with 
the campaign for expanding trade 
with countries behind the Iron 
Curtain or with China was re- 
garded as a Communist, or a “‘fel- 
fow-traveller” or at any rate a 
stooge of Communists... This sus- 
picion was usually well founded. 
Today trade with Russia is advo- 
cated in quarters which are po- 
litically entirely above suspicion. 
There is a group of Conservative 
Members of Parliament which has 
been working to that end. Busi- 
mess men of standing, who are 
politically Conservatives and 
strongly anti-Communist and 
who are too hard-headed to be 
considered as innocent stooges of 
Communists, are doing their best 
to persuade Conservative and 
Socialist politicians alike to use 
their influence in favor of a 
policy of encouraging and assist- 
ing East-West trade. 

This change of attitude may be 
attributed to the following rea- 
sons: 

(1) It is felt that, even though 
in the political sphere the attitude 
of the Kremlin has remained fully 
as uncompromising as it had been 
during Stalin’s dictatorship, in the 
economic sphere the Soviet Gov- 
ernment is now inclined to favor 
a relinking of the countries under 
its control with the Western 
world. 


(2) It is believed that the new 
economic policy of the U. S.S. R.. 
aiming at raising the standard of 
tiving, opens the possibility of se- 
curing important markets behind 
the Iron Curtain. 

(3) The sales of Russian gold 
during recent months created the 
impression that the Soviet Gov- 
ernment is financially in a posi- 
uon to import on a large scale. 
For it is believed that since the 
war Russia has accumulated a 
very large gold reserve. second 
only to that of the United States. 

(4) With the increase of Ger- 
man and Japanese competition it 
is felt that, unless new markets 
are opened for manufacture ex- 
ports, there could not possibly be 
enough demand to keep export- 
ing industries fully employed. 

(5) There is a growing uneasi- 
ness about business prospects in 
the United States and about the 
apparent reluctance of the Wash- 
ington Administration to inter- 
vene effectively to check a slump. 
It is felt, therefore, that Britain 
must make its economy less de- 
pendent on American business 
conditions, by expanding its trade 
with the East 

(6) The weakening of the pros- 
pects of an early return to con- 
vertibility has diminished hopes 
of an expansion of international 


Dr. Paul Einzig 


trade through a return to multi- 
lateral free trading. An expansion 
of trade with the East is regarded 
as an alternative way of increas- 
ing export. 

It is felt on this side of the 
Atlantic that the United States 
Government, Congress, Press and 
public opinion does not appear to 
understand the need for Britain 
and Western Europe to re-estab- 
lish the interrupted links of their 
trade with Eastern Europe and 
China. While the importance of 
strategic considerations is appre- 
ciated over here, the view is 
widely held that, after the termi- 
nation of the Korean war, it is 
time to relax the ban imposed by 
general consent during the period 
of active hostilities. In any case, 
it is pointed out, the strategic 
argument cuts both ways, for we 
are apt to receive as well as send 
goods of strategic importance. 
Moreover, if Britain and Western 
Europe gain economically by their 
trade with the East, this is liable 
to strengthen their resistance to 
Communism, especially during a 
period of American trade reces- 
sion when such reinforcement 
would be badly needed. 


On the other hand, there is be- 
yond doubt a tendency in London 
and in Western Europe in general 
to exaggerate the potentialities of 
East-West trade. It is true, the 
Soviet Government is in posses- 
sion of very large gold reserves, 
with the aid of which it is in a 
position to finance an import sur- 
plus, accepted for the sake of 
raising the standdfd of living. A 
big trade deficit of countries of 
the size of Russia, China and the 
satellites is apt to use up, how- 
ever, even a very large gold re- 
serve in a year or two. In order 
to make an appreciable difference 
to the standard of living of 800 
million people, a great deal has to 
be imported. In the long run the 
Communist countries must depend 
on exports to pay for their im- 
ports. Nor is it certain by any 
means that the Kremlin would be 
prepared to deplete its gold stock. 
Presumably a large part of it will 
be held as a strategic reserve. 

Politically as well as economi- 
cally it would be a bad thing if 
the economies of the free coun- 
tries were to depend to an unduly 
large degree on the economies of 
the Communist Bloc. It is bad 
enough to depend excessively on 
the caprices of American business 
trends and on the incalculable at- 
titude of Congress towards Ameri- 
can imports and foreign aid. It 
would be incomparably worse to 
be exposed to shocks that are 
liable to result from politically- 
inspired decisions of the Kremlin. 
A substantial increase of East- 
West trade would greatly increase 
the power of the Soviet Govern- 
ment to deliver such shocks in 
order to disorganize the economies 
of the free countries, or in order 
to bring political pressure to bear 
on their governments and public 
opinion. The sudden reappearance 
of Russian oil exports in the Mid- 
dle East is a foretaste of things 
to come. The possibility of an 
overproduction of oil may provide 
the Soviet Government with an 
opportunity for causing difficul- 
ties by provoking a slump in the 
oil market. 

It is conceivable that, when our 
industries have adjusted them- 
selves to exports to the Commu- 
mist countries on a large srale. 
orders may suddenly be termi- 


nated, or they may be made con- 
ditional on the granting of credits. 
Should the latter be the case there 
would be the utmost pressure on 
the government to authorize or 
even provide such credits in order 
to avoid unemployment. Quite 
possibly the initial cash payments 
out of the gold reserve merely 
serve as a bait, on the assumption 
that, once the eastward flow of 
goods is set into motion, its con- 
tinuity would have to be main- 
tained even after a cessation of 
cash payments. 

All these arguments are not 
likely to deter businessmen and 
their political supporters from 
pressing for an expansion of East- 
West trade. Nor is the govern- 
ment likely to resist their pres- 
sure. The temptation of increasing 
exports, and of being able to cover 
essential exports from outside the 
Dollar Area in order to fill the 
“dollar gap,” is too strong. The 
Western European Governments 
are likely to yield. What matters 
is that they should do so with 
their eyes open. By realizing the 
risk involved they could reduce 
its extent by means of adequate 
safeguards. 

The United States would be in 
a position to prevent an undue 
expansion of trade with the Com- 
munist countries by removing or 
mitigating some of the reasons 
responsible for the agitation in 
favor of such expansion. Foremest 
among the means to that end 
would be a reversal of the busi- 
ness recession in the United 
States, a liberalization of Ameri- 
can tariff policy, and an increase 
of American investment abroad. 
Even so, some relaxation of the 
existing ban on trade with Com- 
munist countries is bound to come. 


Merrill Lynch to Open 
New Midtown Branch 


The investment and brokerage 
firm of Merrill Lynch, Pierce, 
Fenner & Beane has announced 
plans for a new office in the 
Grand Central area. This office 
will be the firm’s fourth in Man- 
hattan — the 114th in its nation- 
wide organization. 

Winthrop H. Smith, Managing 
Partner, said that the new office 
will open early in June to provide 
investors in the Grand Central 
area with every conceivable fa- 
cility for dealing in stocks, bonds, 
and commodities. 

Alpheus C. Beane, a General 
Partner of Merrill Lynch and 
precedessor firms for the past 20 
years, was named to head the new 
office. His father, the late A. C. 
Beane, was a founder and Senior 
Partner of Fenner and Beane 
which merged with Merrill Lynch 
in 1941. 

Mr. Beane, who began as a 
Wall Street runner following his 
graduation from Yale University 
in 1931, has been an Account Ex- 
ecutive, Office Manager, Partner 
in Charge of securities research, 
and most recently, director of the 
Commodity Division at Merrill 
Lynch. 

The new, completely air-con- 
ditioned office will occupy the 
spacious second floor area at 295 
Madison Avenue on the corner 
of 4lst Street. The area occupied 
by Merrill Lynch, Pierce, Fenner 
& Beane can be reached by both 
private elevator and stairs from 
the main iloor lobby. 

Present plans call for a sales 
staff of about 24 account execu- 
tives: installation of a modern 
electric quotation board that will 
list more than 300 leading stock 
and commodities, standard ex- 
change tickers as well as the pri- 
vate Merrill Lynch news wire. 


Arthur G. Hageman Opens 


(Special to THe FINaNcriaL CHRONICLE) 

PEORIA, Ill.—Arthur G. Hage- 
man has formed Arthur G. Hage- 
man & Co. with Offices in the 
Central National Bank Building. 
Mr. Hageman was formerly with 
James E. Bennett & Co. 
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News ABOUT BANKS 
AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





Douglas M. Smith has been ap- 
pointed Assistant Manager of the 
Government Bond Department of 
Chemical Bank & Trust Company, 
New York, 
it was an- 
nounced on 
March 31 by 
N. Baxter 
Jackson, 
Chairman. 

Mr. Smith 
has been as- 
sociated with 
Chemical 
Bank since 
1934, and ex- 
cept for 1943- 
46 when he 
served in the 
United States 
Army Signal 
Corps, has been a member of its 
Government Bond Department 
since 1942. 


Douglas M. Smith 


% % % 

William H. Beattie has been 
apointed Resident Vice-President 
of The National City Bank of 
New York, supervising the Bank’s 
seven branches in Brazil. Mr. 
Beattie was formerly manager of 
the Bank’s Rio de Janiero branch 
and has represented National City 
in South America since 1920, in 
Brazil since 1922. 


The Bank also announced that 
Everett S. Tewksbury, formerly 
sub-manager, has succeeded Mr. 
Beattie as Manager of the Rio de 
Janeiro branch. 

a: % % 


E. Chester Gersten, President 
of The Public National Bank and 
Trust Co. of New York, announced 
the appointment of Benjamin 
Sloan, Assistant Cashier, as an 
Assistant Vice-President, and of 
Harol4é Messerschmitt, Adminis- 
trative Assistant, as an Assistant 
Cashier. Both of these men are 
assigned to the Broadway and 
24th Street Office. 


Y: 


Cornelius J. Carey, Assistant 
Vice-President of the Bankers 
Trust Company, New York, died 
on March 22 at the age of 52. 

Mr. Carey was head of foreign 
collections for the National Bank 
ef Commerce in 1929 when he 
joined the staff of the newly 
formed Commercial National Bank 
& Trust Co. 

He became Assistant Vice- 
President and was elected to the 
same position with the Bankers 
Trust Co. when the two banks 
merged in 1951. 

% we 2 

John E. McCarthy has been 
elected a director of the Federa- 
tion Bank and Trust Co., New 
York, it was avynounced on March 
24 by Thomas J Shanahan, Presi- 
dent. 

Mr. Shanahan, also announced 
on March 30 the appointment of 
Victor H. Benson as Assistant Sec- 
retary. 

Mr. Benson joined the bank in 
1935, leaving in 1941 to enter the 
armed services. In 1946 he was 
released from active duty, with 
the rank of Major, at which time 
he again became associated with 
Federation Bank and Trust Com- 
pany. 

Upon the opening of the bank’s 
new Flushing branch early in 
April, Mr. Benson will assist in 
the management of that office 
under Mr. Thomas F. Goldrick. 


The Banking Department of tre 
State of New York gave approval 
on Mareh 17, to the Peoples State 
Bank of Baldwin, Baldwin, N. Y., 
to increase its capital stock from 
$125,000, consisting of 12.500 
shares of the par value of $10 per 


share to $262,500, consisting of 
17.500 shares of the par value of 
$15 per share. 


The Bank of Huntington and 
Trust Company, Huntington, N. Y., 
received approval on March 22, 
from the Bank Department of the 
State of New York to increase 
its capital stock from $250,000, 
consisting of 10,000 shares of the 
par value of $25 per share, to 
$500,000, consisting of 20,000 
shares of the same par value. 

% % a 

Herbert Lomax has been elected 
Secretary and Harold L. McKaig 
appointed Assistant Vice-Presi- 
dent of Tradesmens Land Title 
Bank and Trust Co., Philadelphia, 
Pa., it was announced on March 
25 by James M. Large, President. 

Mr. Lomax joined the Trades- 
mens bank in 1931, was appointed 
Assistant Cashier in 1946. 

Mr. McKaig joined the Real 
Estate Title Insurance and Trust 
Co. in 1920. 


Commonwealth Trust Co., Pitts- 
burgh, Pa., has absorbed the South 
Hills Trust Co., Pittsburgh; Pz., 
effective March 16. A branch was 
established in the former loca- 
tion of the South Hills Trust Co. 


The First National Bank of Ca- 
tawba County, Hickory, North 
Carolina, increased fts common 
capital stock from $840,000 to $1,- 
000,000 by sale of new stock effec- 
tive March 18. 
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The Broadway National Bank, 
of San Antonio, Tex., celebrated 
its thirteenth year in business on 
Jan. 18, 1954, by moving into. its 
new and modern building at 5201 
Broadway. 

The new building, which cost 
$200,000 exclusive of land and 
equipment, easily rates as one of 
San Antonio’s finest suburban 
banks and has every convenience 
and facility known to modern 
banking. 

Established in 1941, the Broad- 
way National Bank had, in Aprii 
of that year, assets totaling $240,- 
203.32 and deposits amounting to 
$180,434.68. On Dec. 31, 1953, it 
had assets that amounted to $10,- 
474,767.95 and deposits totaling 
$10,034,493.07. 


The bank, which now has 60 
employees, is headed by C. E. 
Brand as President, with J. F. 
Stroker as Executive Vice-Presi- 
dent, W. F. Bottlinger as Vice- 
President and Cashier and C. E. 
Cheever as Chairman of the Board. 


The United States National 
Bank of Portland, Ore., opened a 
new branch at Brookings on 
Mareh 22 following purchase of 
the Oregon State Bank of Brook- 
ings. Announcement of the trans- 
action was made by E. C. Sam- 
mons, U. S. National President. 

The Brookings bank has been 
one of the most rapidly growing 
banks in the state. On Dec. 31, 
less than two years after the bank 
was established, its deposits to- 
taled $2,900,009. 

Mr. E. L. Morton will remain 
as Manager of the Brooking 
Branch. Active in the commercial 
banking field in Oregon for 35 
years, he is a former Deputy 
Superintendent of Banks for the 
state. 

Assistant Managers will be J. 
L. Brown, who has been Cashier 
at Brookings, ard Arnold L. Pea- 
bedy, who has been with the U. S. 
National since 1949. 

The Brookings Branch is the 
third added to the U. S. National’s 











state-wide system during the past 
eight months. Other new branches 
are at Hermiston and Beaverton. 


Geoffrey S. Smith, President of 
the Girard Trust Corn Exchange 
Bank, Philadelphia, Pa. announ<ed 
on March 7 that Albert E. Shaw 
had been promoted to Secretary 
and Treasurer, and Wilson M. 
Brazer, Edward T. Clute, F. W. 
Elliott Farr and John W. Woerner 
to Vice-Presidents. 

William F. Blackman, William 
L. Cleaves, G. Odell Fletcher, S. 
Powell Griffitts, G. Randle 
Grimes, William O. Master, W. 
Taylor Vallier, Donald H. Wil- 
liams, J. Kent Willing Jr. and 
Robert K. Zerbe, were also pro- 
moted to rank of Vice-President. 

George V. Claytor, Vice-Presi- 
dent of Citizens National Bank, 
Riverside, Calif., and Manager for 
the past 13 years of its recently 
consolidated Security Office, has 
been appointed Manager of the 
bank’s Arlington office, Elden 
Smith, President, has announced. 

George O. Armstrong, Assistant 
Vice-President, who has been the 
Arlington Manager for the past 
three years, will move to the 
Colton office, in a newly created 
post. 

Mr. Claytor joii.ei the Cit:zens 
staff to become Vice-Pres:dent 
and Manager of the Sccurity of- 
fice in 1941. 

Mr. Armstrong joined the C'ti- 
zens staff in 1£47. 

He was elected Assistant Cash- 
ier and appointed Manager of the 
Arlington office in 1951, was ad- 
vanced to Assistant Vice-Presi- 
dent a year later. 


Ben R. Meyer, Cha rman of the 
Board and President of the Union 
Bank & Trust Co. of Los Angeles, 
Calif., announced that the board 
of directors elected Kenneth E. 
Ritter as Assistant Cash’er. Mr. 
Ritter has been with the bank 
since 1927 and began his career 
in the note department, later or- 
ganized and managed the bank’s 
U. S. War Bond department, and, 
after military service during 
World War II, organized the vet- 
eran’s loan department. He is cur- 
rently a member of the customer 
relations staff. 


Halsey, Stuart €roups 
Offer Equip. Tr. Cifs. 


Two separate issues of equip- 
ment trust certificates were of- 
fered by Halsey, Stuart & Co. Inc. 
and associates on March 26. 

One, $1.615,000 of 3%s of Cen- 
tral Railroad Co. of New Jersey 
maturing annually April 1, 1955 
to 1969, inclusive, was offered at 
prices scalea to yield from 2% 
to 3.25%, according to maturity. 
This issue is to be secured by the 
following new  standard-gauge 
railroad equipment estimated t0 
cost $8,700,009: 1,509 all-steel, box 
cars 50-ton cavacity. 

Other members of the Central 
RR. of New Jersey offering 
group are—R. W. Pressprich & 
Co.; L. F. Rothschild & Co.: Bax- 
ter, Williams & Co.: Freeman & 
Co.; Gregory & Son, Inc.: Ira 
Haupt & Co.; The Illinois Co., 
Wm. E. Pollock & Co., Inc.: Julien 
Collins & Co.: McMaster Hutchin- 


son & Co.; and Mullaney, Wells 
& Co. 

The other, an issue of 216% 
equipment trust certificates of 


Illinois Central RR., maturing semi- 
annually Oct. 1, 1954 to April 1, 
1969, inclusive, was offered at 
prices to yield from 1.25% to 
2.70%, according to maturity. This 
issue is to be secured by the fol- 
lowing new standard-gauge rail- 
road equipment estimated to cost 
not less than $2,280,000: seven 
Diesel-electric Trainmaster loco- 
motives, and four self-propelled 
Passenger cars. 

Associated with Halsey, Stuart 
in the Illinois Central offering 
are—R. W. Pressprich & Co.: 
Freeman & Co.; Wm. E. Pollock 
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& Co., Inc.; and McMaster Hut- 
chinson & Co. 


Issuance of the certficates is 
subject to the authorization of the 
Interstate Commerce Commission. 


Emanuel, Deetjen 
Group Offer Allied 
Artists Stock 


Emanuel, Deetjen & Co. and as- 
sociates yesterday (March 31) of- 
fered 150,000 shares of Allied 
Artists Pictures Corp. 542% cum- 
ulative convertible preferred stock 
at $10 per share. The new pre- 
ferred stock will be convertible 
into common at the rate of 2.16 








shares of common stock for each 
share of preferred, subject to ad- 
justment. 


Proceeds from the sale of these 
shares will be added to the gen- 
eral funds of the company and 
will be used primarily for the 
production, distribution and ex- 
ploitation of its motion pictures. 
Pending appropriation for such 
purposes, it is intended to reduce, 
temporarily, the company’s out- 
standing bank loans. 


The new preferred stock will 
be redeemable at $11 per share 
and through the sinking fund at 
$10.50 per share, plus accrued 
dividends in each case. The stock 
will have a sinking fund of 10% 


of earnings after preferred divi- 
dends. 


Allied Artists Picture Corp., 
formerly Monogram Pictures 
Corp., was organized in 1936 to 
engage in the production and dis- 
tribution of low and medium cost 
motion pictures. The company 
contemplates that in the future it 


will produce higner cost pictures 
on an increasing scale, while con- 
tinuing to produce low and 
medium cost pictures as in the 
past. 


O. W. B. Reed Opens 
WASHINGTON, D. C. — Oscar 
W. B. Reed is engaging in a se- 
curities business from offices at 
1311 G Street, N. W. 
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With Adams-Fastnow | 


(Special to THe FINaNcIAL CHRONICLE) 

LOS ANGELES, Calif—Hugh 
H. Flaherty is now associated 
with Adams-Fastnow Company, 
215 West Seventh Street, mem- 
bers of the Los Angeles Stock Ex- 
change. Mr. Flaherty was previ- 
ously with Standard Investment 
Co. of California. 


Morgan Adds to Staff 
(Special to THe Financia CHRonicie) 
LOS ANGELES, Calif—Arthur 
J. Butzen has been added to the 
staff of Morgan & Co., 634 South 
Spring Street, members of the 
Los Angeles Stock Exchange. 
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PROGRESS IN ALUMINUM 


Our aluminum program em- 
phatically stepped out of the 
developmental stage when, on 
December 22, 1953, we leased 
the aluminum extrusion and 
forging plant in Adrian, Michi- 
gan from the U. S. Air Force. 
Operations at present are on a 
modest scale, but are expected 
to increase rapidly since the 
plant is in good condition and 
an experienced organization is 
available. In addition to alumi- 
num, the equipment is suitable 
for the working of titanium and 
other aircraft metals. 


EMPHASIS SHIFTED TO SALES 
Many specific steps have been 
taken to increase the efficiency 
of our sales organization. Our 
outside sales force has been in- 
creased. Mill products ware- 
houses have been set up in 
Louisville, Kentucky and New 
York City. Additional sales 
offices have been opened in 
Grand Rapids, Michigan, and 
Richmond, Virginia. We now 
have 34 district offices and 13 
warehouses. 


ADVANCES BY RESEARCH 


Several new alloys which have 
excellent commercial possibili- 
ties were brought forth by our 
intensified research and de- 
velopment program. Additional 
equipment for pilot plant pro- 







Fs 
a4 


j 


cessing of new metals and alloys 
has been installed; within 15 
minutes after a test sample is 
poured, a complete analysis is 
obtained and reported to the 
Casting Shop. Molten glass is 
now regularly used as a lubri- 
cant in extruding some alloys; 
additional experimental work 
is being carried out to broaden 
the scope of its use. 


CAPITAL STRUCTURE IMPROVED 


For the first time since 1937, 
the Company issued common 


LARGEST SALES 
IN HISTORY 


NEW HIGH 
IN NET INCOME 


FOURTH CONSECUTIVE 
YEAR OF INCREASED 
DIVIDENDS 


stock. For every four shares of 
common held on November 17, 
each. stockholder was given 
rights to buy an additional 
share at a price of $21.50 per 
share. More than 95% of this 
very successful offering was 
taken up by the exercise of 
rights, and about $5 million 
was received by the Company. 
The number of stockholders 
increased to 9,593—-841 more 
than a year ago. Long-term 
debt was reduced by more than 
$700,000. 





FACTS AT A GLANCE 


1953 1952 1951 
Sales. . . .. . «. « « « $142,659,000 $127,517,000* $101,711,000 
Profit before Federal Taxes on 
income ‘62s 4 6 19,601,000 13,074,000* 10,706,000 
Federal income & excess profits 
SA er a a 14,275,000 9,050,000* 6,845,000 





Net income after taxes . 


Distributed to Shareholders as 
dividends . 





.$ 5,326,000 $ 4,024,000 $ 3,861,000 








. $ 2,032,000 $ 1,618,000 $ 1,466,000 














Retained in the business 3,294,000 2,406,000 2,395,000 
Net income . .$ 5,326,000 $ 4,024,000 $ 3,861,000 
Earnings per Common Share . $ 5,47** $ 4.23 $ 4.04 
Dividends per Common Share $ 2.00 $ 1.70 $ 1.50 
Total number of Common 

Shareholders ..... 9,593 8,752 8,312 
Book value per Common Share . $29.321 $28.26 $25.79 


*Reclassified for purposes of comparison 


“*Based on average number of shares outstanding during year. 


+Book value would hove been $37.18 if it had not been for the issuance of 254,807 additional shares late in 1953. 
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Let’s Have a Free Mortgage Market 


By CLARENCE J. MYERS* 
President, New York Life Insurance Co. 


After reciting the role of insurance companies in channelling 
investments and in maintaining a diversified portfolio, Mr. 
Myers pleads for the government to keep its hands off the 
mortgage market. Says yields of mortgages should be allowed 
to find their natural competitive level in a free mortgage mar- 


ket as yields of bonds do in 


the bond market, and decries 


attempt to force interest rates to be equal throughout the coun- 

try. Concludes, if government will not interfere in the mortgage 

market, money wiil move more freely “imto every nook and 
cranny where a real need exists.”’ 


Let me start with a few basic 
facts that point up the relation- 
ship between the life insurance 
business and the real estate and 
mortgage loan 
business. Life 
insurance 
companies in 
the United 
States hold 
assets totaling 
$78 billion. 
About 30% of 
this total is 
invested in 
mortgages and 
another 3% is 
invested in 
real estate 
(the balance 
is mainly 
invested in 
securities). About 20% of the 
total value of all residential mort- 
gage loans in the United States is 
held by life insurance companies. 

Assets of these companies are 
increasing at a rate of about $3 
billion each year. This growth 
reflects essentially the decisions 
of some 90 million individual 
policy owners, new and old. Our 
business is like a pipeline system 
through which the small amounts 
contributed by millions of indi- 
viduals are accumulated, pooled 
together, and distributed among 
numerous investment outlets. Al- 
though there is no valve that we 
can turn to regulate the total 
flow of new money, we can and 
do regulate the proportion in 
which funds are divided between 
various investment outlets. In- 
deed, this is one of the basic 
functions of the financial officers 
of life insurance companies. 

In performing this distributive 
function, and the related function 
of detailed selections of invest- 
ments, we are guided by several 
considerations. 


First, we have the very serious 
responsibility of safeguarding our 
policy owners’ funds. Proceeds of 
insurance and annuity contracts 
are payable in specified numbers 
of dollars, often at dates lying far 
in the future. It goes without say- 
ing that we must always be able 
to meet our maturing obligations. 

Second, we must strive to earn 
for our policy owners the highest 
rate of return consistent with 
safety of principal, for investment 
return is an jmportant factor in 
determining the net cost of life 
insurance to the policy owner. 


_ Third, since our clientele con- 
sists of practically the entire citi- 
zenry, we feel that we ought to 
give serious consideration to the 
broad question of how our invest- 
ments serve the public interest. 
This latter responsibility can 
mean many things. But in par- 
ticular, it means that in distribu- 
ting investments among alterna- 
tive outlets, we should bear in 
mind genuine needs for capital 
expansion, geared to a sound pat- 
tern of economic growth for the 
nation as a whole. 


In normal times, with free fi- 
nancial markets, our various 
objectives tend to coincide. Just 
as urgent demands for goods lead 
to high prices, so an urgent de- 
mand for capital is reflected in a 
higher yield. In general, therefore, 
when we and other investing in- 


Clarence J. Myers 


*Remarks by Mr. Myers at the 14th 
Annual Appraisal Conference, New York 
State Association of Real Estate Boards, 
Inc., March 19, 1954. 


stitutions react sensitively to dif- 
ferences in yield, and place more 
money wherever the vield has be- 
come higher, we are automaticallv 
placing the monev where it will 
do the most good for the economy 
as a whole. Forces in a free com- 
vetitive market ensure that this 
is so. 


Investment Safety Factors 


In passing, let me make just two 
comments on these broad prin- 
einles, First, in seeking to invest 
safely, life insurance companies 
rely, of course, on the safety 
factor inherent in diversification. 
We do not place all of our funds 
in any one category, such as mort- 
gages, regardless of its average 
vield. Diversification is always 
important. 

Second, within the broad limits 
set by our need for diversification, 
we are very responsive to differ- 
entials, or “spreads,” between the 
net yields obtainable from various 
kinds of investment. If the yield 
on any particular kind of invest- 
ment, such as mortgages, is held 
down to an artificially low level, 
whether bv administrative or 
legislative fiat or otherwise, we 
will naturally tend to stay away 
from that kind of investment; and 
we will look to others that seem 
to hold a better prospect for put- 
ting our policy owners’ funds to 
work advantageously. 

We in the life insurance busi- 
ness are rather proud of the part 
we play in channelling a substan- 
tial share of the individual savings 
of millions of people into produc- 
‘ive investments, both large and 
mall, scattered throughout North 
America. We are also proud of 
‘he increasing skill with which we 
have been able to adapt the flow 
of our mortgage money to the 
ntricate and fast changing pat- 
tern of demand for home financ- 
ing. This is not easy to do. We 
could not do it at all, on a truly 
nationwide scale, without help 
from a large number of profes- 
sional appraisers. 


I believe our job, in the mort- 
gage field, is being done better 
and better each year. This progress 
is partly traceable to the fact that 
we are learning to use profes- 
sional services more effectively, 
not only in the initial lending but 
also in a periodic review of our 
holdings. And it is due also to the 
progressive spirit prevailing in 
your profession, a spirit that is 
creating ever-higher standards of 
training, performance and ethics 
among the members of the various 
appraisal societies. 


Appraisers’ Role 


I spoke a few moments ago of 
how we seek to distribute our 
funds in the interest of the maxi- 
mum yield obtainable consistent 
with safety. I also spoke of our 
belief that in a free society this 
course of action harmonizes with 
the community’s need for balanced 
economic growth and stability. It 
is worth noting in this connection 
that the appraiser has an impor- 
tant part to play in maintaining 
economic stability. If we as a 
nation are to avoid a boom-and- 
bust course of economic develop- 
ment, it is incumbent on everyone 
connected with the investment 


process to avoid over-valuations 
based on excessive optimism dur- 
ing periods of rising prices, and 


also to avoid wundervaluations 
based on excessive pessimism 
when the general price level is 
falling. Obviously, through the 
sound, objective appraisal of real 
estate values, you can contribute 
very effectively to keeping our 
economy on an even keel. 

And now, an additional com- 
ment on competitive freedom in 
the mortgage market. Representa- 
tives of the life insurance industry 
have occasionally voiced certain 
criticisms of government policy in 
this field. We mainly objected that 
the government was attempting to 
freeze interest rates at unnatural 
levels and was then stepping in 
with direct financing, or even 
direct construction, to make up 
for artificial scarcities created by 
the controls. At the same time, 
however, we have recognized — 
as we always have — that the 
building industry is of key im- 
portance in our national economy. 
And we know that there is a 
natural tendency for the volume 
of construction to swing up and 
down in long cycles, which gives 
the government a legitimate con- 
cern with problems of stabiliza- 
tion in this field. 


How Government Can Promote 
Stability 


We believe that the best way 
for the government to provide 
conditions conducive to. stability 
in the home building industry 
lies in several directions: for ex- 
ample, removal of artificial ob- 
stacles that hamper construction 
activity, also consistency between 
the various aspects of Federal 
monetary policy — in particular, 
consistency between mortgage 
yields and bond yields. 


Representatives of the life 
companies have submitted spe- 
cific recommendations to the gov- 
ernment. Many of these have been 
accepted as part of the adminis- 
tration’s housing program. In par- 
ticular, we favor more flexibility 
of interest rates on FHA and VA 
mortgages. Administrative discre- 
tion should be allowed within 
broad statutory limits. There 
should be no taboos against mort- 
gage transactions at a premium or 
a discount. Yields should be al- 
lowed to find their natural com- 
petitive level on a free mortgage 
market, just as they do on a free 
bond market. 

To go into particulars a bit 
further, I do not look with favor 
on any governmental attempt to 
force interest rates to be equal 
everywhere in the United States. 
There are important local and 
regional differences in supply 
factors, demand factors, risk 
factors and in the cost of initiating 
and servicing loans. Money will 
tend to move freely into every 
community where a real need 
exists, and it will be made avail- 
able on reasonable terms, if com- 
petitive market forces are not in- 
terfered with. The government’s 
influence on mortgage yields 
should be exerted only in an 
indirect way—through the general 
monetary policy of the Federal 
Reserve System. 

Spokesmen for the life insur- 
ance companies have also made 
several recommendations on re- 
lated matters. They have pointed 
out the need for greater consist- 
ency between treatment of loans 
on new houses, on old houses, and 
on capital improvements; the 
need for overhauling of the vari- 
ous FHA statutes; and the need 
for incorporating modern stand- 
ards and simplified procedures 
into the revised law. If these sug- 
gestions are adopted we believe 
that there will be little real need 
or justification for direct govern- 
ment intervention or government 
subsidies in the housing field. 

It is encouraging to note that 
our government has _ accepted 
many of these policies. Responsi- 
bility for the construction and 
financing of an adequate supply of 
housing is a real challenge for the 
housing and mortgage lending in- 
dustry. With the fine cooperation 
that prevails today between gov- 
ernment and our business, of 
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which the professional appraiser is 
an integral part, I think there is 
reason to welcome this challenge 
—to accept it confidently. : 


Grounds for Optimism 


As you can see, I am not a 
pessimist. In fact, taking a some- 
what long look , | see on 
every side grounds for much opti- 
mism. I believe we are now en- 
tering a new epoch of history. It 
will be a period of wonderful 
possibilities for progress. And we 
are entering this new era, I firm- 
lv believe, at a time when Ameri- 
can business is better prepared 
than ever before to accomplish 
great things. 

Let me tell you, very briefly, 
some of the reasons for my being 
so convinced on this score. 

First of all, American produc- 
tivity, which is the foundation for 
our well-being, has continued to 
go steadily up and up—and I fail 
to see anything which convinces 
me that it will stop going up in 
the years ahead. Also technology. 
Who can say where our horizons 
lie in this great field? You and I 
would be foolish indeed if we 
were to attempt to predict the 
limit of discoveries still to come 
from our research laboratories in 
this atomic age. If production 
takes men, money and machines, 
how—looking at our labor supply 
and labor skills, our financial re- 
sources and our advancing tech- 
nology — how can we be faint- 
hearted about this country’s fu- 
ture capacity to produce? 

Some of you, agreeing with me 
regarding our nation’s capacity to 
produce, may possibly have mis- 
givings about the maintenance of 
our capacity to consume. I am just 
as optimistic about the demand 
side of the picture as I am about 
the supply side. To be sure, we 
will occasionally have short 
periods of inventory readjustment, 
price readjustment, and _read- 
justment to changes in the de- 
fense expenditure program. But 
how can we fail to have a strong 
upward trend in all the basic 
factors that create demand for 
consumers’ goods and services? 

The remarkable upsurge in the 
growth of the population is still 
continuins. The striking shift in 
the distribution of personal in- 
comes has created a vast new 
middle-income market, whose 
needs are far from saturated. The 
volume of construction activity 
must go up, not down, in order to 
reach its historical relationship to 
population and national income. 

Two-thirds of all the dwelling 
units in the United States are over 
20 years old and 50% of all 
dwelling units are over 30 years 
old! I realize, of course, that a 
house can be 100 years old and 
still be sound and useful. But that 
certainly isn’t true of the average 
house! On the average, the age- 
distribution of our housing con- 
fronts us with a tremendous fu- 
ture market for replacement, or 
renovation, or both. This potential 
market won’t materialize over- 
night. But for the long-term, it 
gives us a tremendous backlog of 
consumer demand. It should be 
counted as one of the most impor- 
tant of the many sustaining forces 
that will keep our economy a 
dynamic and growing one in the 
years to come. 


Our Managerial Skills 


When I said a while back that 
business was never better pre- 
pared than it is today to take ad- 
vantage of forthcoming oppor- 
tunities, I was thinking not only 
of American technology and labor 
skills and capital resources. I was 
thinking, in addition, of our man- 
agerial skills. This is the human 
element in the picture, and to me 
it isa tremendously important one. 


During our Twentieth Century 
there have been great changes in 
this field. The day has gone when 
Management was a term pretty 
well synonymous with the Rich. 
Ownership of big companies, 
medium size companies and even 
many relatively small companies 
has passed to hundreds and thou- 


sands of individual stockholders. 
Or in the case of the life insur- 
ance business, a mutual company 
like my own may be comprised of 
millions of policy owners. As @ 
consequence of this —— 
the responsibilities and techniques 
of Management as such, distinct 
from ownership, have been the 
focus of growing attention, and 
long strides forward have been 
taken in this field. F 

This is not the occasion to go 
into the subject at length. But I 
do want to make one point here 
particularly. Management, as we 
are here talking about it, is essen- 
tially a team proposition. It has to 
do with the efficient functioning 
of an organization; more specifi- 
cally with the key people in the 
organization. You can see that [I 
am not speaking of so-called “top 
management”—the “brass.” I am 
speaking of what is really the 
management team. : 

Looked at in this light there is 
no question as to the increasingly 
significant role of the skilled spe- 
cialist on this team. Professional 
competence, in whatever field, 
becomes more and more important 
to modern business. 

You appraisers are part of the 
investment team in our business. 
We have looked increasingly to 
your knowledge, your skill, your 
professional competence to help us 
maintain a sound investment op- 
eration. 

Summary 


In closing, may I summarize 
briefly these informal comments. 


First. The broad prospect before 
this country is, to me, tremend- 
ously stirring. The horizons of our 
future well-being are beyond 
sight. I know you will understand, 
of course, that by “future” I don’t 
mean next month, or next year; I 
am thinking, rather, of a decade 
or a generation ahead. And I am 
thinking of the basic economic 
factors that cannot help but play 
a decisive part in shaping our 
progress. So I say, “what a 
wonderful time to be living in!’ 


My second point is this. In the 
particular field which interests 
you and me, it is encouraging to 
note that there is increased under- 
standing and cooperation between 
the government and the housing 
and mortgage lending industry. 
This bodes well. Personally, I am 
optimistic about continued prog- 
ress in this important section of 
the investment field. 

And finally, I am confident be- 
cause I know that the life insur- 
ance companies can look increas- 
ingly to professional people such 
as you for real assistance in our 
investment operations. We need 
your help to do the kind of qual- 
ity job we want to do. We can’t 
do that job on a truly national 
scale, or do it as well as we'd 
like, all by ourselves. It is a 
source of great satisfaction to 
know that we can count on you 
—as a part of our management 
team, 


Bond Club of N. Y. 
Field Day June 4th 


The 13th Field Day of the Bond 
Club of New York will be held 
this year on Fridays June 4, 
Wright Duryea, of Glore, Forgan 
& Co., President of the club, an- 
nounced. The event will take 
place as usual at the Sleepy Hol- 
~ jg ann Club, Scarborough, 


Field Day Chairman this year 
is John W. Dayton, Jr., of Clark, 
Dodge & Co. He will have the 
assistance of four general chair- 
men—Richard A. Woods, of Mer- 
rill Lynch, Pierce, Fenner & 
Beane, W. Scott Cluett, of Harri- 
man Ripley & Co., Ernest W. 
Borkland, Jr., of Tucker, Anthony 
& Co., and Sydney G. Duffy, of 
Blyth & Co., Inc. 


Twelve committees will handle 
the sports, entertainment and 
other activities. at the outing. 
Committee Chairmen are: Attend- 
ance, William R. Caldwell, First 
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Boston Corporation; Bawl Street 
Journal, Wickliffe Shreve, Hay- 
den, Stone & Co., Chairman and 
John A. Straley, editor; Bawl 
Street Journal Circulation, A. 
Halsey Cook; Entertainment, 
Robert A. Powers, Smith, Barney 
& Co.; Food and Beverages, Eger- 
ton B. Vinson, deHaven & Town- 
send, Crouter & Bodine; Golf, 
Allen C. DuBois, Wertheim & Co.; 
Horseshoes, Paul L. Sipp, First 
Michigan Corporation; Publicity, 
William H. Long, Jr., Doremus 
& Co.; Special Features, William 
M. Cahn, Jr., Henry Herrman & 
Co.; Special, D. Frederick Bar- 
ton, Eastman, Dillon & Co.; 
Tennis, Daniel O’Day, Northern 
Trust Company; Trophies, Blan- 
cke Noyes, Hemphill, Noyes & Co. 


E. F. Hutton & Go. 
50th Anniversary 


E. F. Hutton & Company, 61 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change and other leading security 
and commod- 
ity exchanges, 
this week 
celebrates its 
50th anniver- 
sary. Founded 
in April, 1904, 
by Edward F. 
Hutton, one of 
Wall Street’s 
dynamic pe r- 
sonalities, the 
firm has 
grown under 
continuing 
management 
into one of 
the largest 
brokerage and investment organ- 
izations. One of the original “wire 
houses” that helped pace the ex- 
pansion of the brokeraze busi- 
ness, the firm has 25 offices coast 
to coast and engages in all phases 
of the securities and commod- 
ities business. 


To mark its 50th ann‘versary, a 
brochure has been issued record- 
ing some of the interesting high- 
lights of its half century of 
zrowth. The firm started with a 
handful of employees in a small 
office at 33 New Street, New 
York. Mr. Hutton on a business 
trip to the Pacific Coast early 
foresaw the great growth of the 
west and opened his first branch 
office in San Francisco in July, 
1905. A second branch was 
opened in Los Angeles in 1907. In 
more recent years expansion has 
been into the growing mid-west 
and southwest. The home office 
has been at 61 Broadway, New 
York since 1914. 


McGrath Securities 
First Anniversary 


Robert S. Leonhardt, President 
of McGrath Securities Corpora- 
tion, 70 Wall Street, New York 
City, has just given a report on 
the firm’s first year’s activity as 
underwriters. 

Coming to Wall Street from 
widely divergent lines, the offi- 
cers of McGrath Securities state 
they feel they brought with them 
a concept of business that is re- 
freshing and the success of their 
firm during the first year demon- 
strates is equally practical. 

The aim of the firm, it was an- 
nounced on opening day, was to 
endeavor to choose securities for 
public offering that provided bet- 
ter than average possibilities of 
market appreciation and at that 
time the firm indicated that it 
would make every effort to cre- 
ate and maintain an active market 
for the shares sold by them. 

Three issues underwritten by 
McGrath Securities in its first 
year, whose shares are currently 
selling well above ‘their issue 
price, are: Micro-Moisture Con- 
trols, Inc.; Shawano Development 
Corporation, and Petaca Mining 
Corporation. 
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Pa. Turnpike Commission to Sell $233,000,000 


Revenue Bonds on April 7 


Issue to be underwritten by nationwide syndicate headed 
jointly by Drexel & Co.; B. J. Van Ingen & Co. Inc.; Blyth 
& Co., Inc., and The First Boston Corp. 


HARRISBURG, Pa.—The Penn- 
sylvania Turnpike Commission an- 
nounced March 30 plans to con- 
sider on Wednesday, April 7, a 
purchase proposal for $233,000,000 
Pennsylvania Turnpike revenue 
bonds, series of 1954. The bonds 
are to be dated April 1, 1954 and 
are to mature June 1, 1993. 


The proposal to purchase the 
bonds will be submitted by a na- 
tion-wide syndicate of more than 


350 dealers headed jointly by 
ee & Co.; B. J. Van Ingen & 


Co. Inc.; Blyth & Co., Inc. and 
The First Boston Corp. Offering 
of the bonds by the syndicate will 
be made following acceptance of 
the proposal by the Commission. 


Proceeds from the sale of the 
bonds will be used to finance the 
110-mile Northeastern Extension 
and the Commission’s share of a 
bridge across the Delaware River, 
linking the Pennsylvania Turn- 
pike with the New Jersey Turn- 
pike. 

An information meeting to dis- 


cuss details of the proposed issue 
will be held Friday, April 2, 1954 
at 2:30 p.m. in the Great Hall of 
the New York State Chamber of 
Commerce, 65 Liberty Street, New 
York City. 


The Northeastern E’xtension of 
the Pennsylvania Turnpike will be 
a modern, limited access highway 
beginning at Plymouth Meeting 
(near Philadelphia) on the Dela- 
ware River Extension and extend- 
ing northward to a junction with 
Routes U. S. 6 and 11 in Lacka- 
wanna County, north of Scranton. 


This new artery will skirt the 
Allentown-Bethlehem and Wilkes- 
Barre-Scranton Metropolitan 
Areas and provide easy access to 
the anthracite regions in the north 
and the popular Pocono Mountain 
resort sections. 


The new bridge across the Dela- 
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ware River will be a six-lane, 
high level structure connecting the 
Pennsylvania Turnpike at U. S. 
Route 13, north of Bristol, with 
the Pennsylvania Extension of the 
New Jersey Turnpike. 

Upon completion of the new 
bridge in mid-1956, the last link. 
will be forged in a chain of super 
highways extending from Port~ 
land, Maine, through the New 
England States, New York, New 
Jersey, Pennsylvania, Ohio an& 
Indiana to near Chicago, II. 


Ellis Greenberg Co. 
BROOKLYN, N. Y. — Ellis 
Greenberg Company has bees 
formed with offices at 712 Crown 
Street to engage in the securities 
business. Herbert Greenberg is a 
principal of the firm. 











THE 1953 ANNUAL REPORT OF 


LION OLL 
COMPANY 


FACTS FROM 


“a 


Another Year of Growth — Lion Oil 
Company had another successful year 
in 1953. Earnings were up nearly 5% 
over the previous year, oil production 
was developed on holdings in the Denver- 
Julesburg Basin where the Company has 
in excess of 200,000 leasehold acres, and 
Lion was engaged in the largest expan- 
sion of manufacturing facilities in its 30 
years of existence. This expansion, part 
of which is now complete, is expected to 
increase earnings in 1954. 


In the eight years since World War IT, 


the total assets of Lion Oil Company 
have increased more than six-fold. In 


largements. 


this period over $112,000,000 has been 
expended for capital additions and en- 


Chemical — The El Dorado chemical 


plant in 1953 set a new record in the 
production of anhydrous ammonia, the 


basic material from which other nitroge- 


nous chemicals 


are produced. Total 


output of this material was approxi- 
mately 210,000 tons. 

Construction of a new chemical plant 
near New Orleans is scheduled for com- 
pletion in the second quarter of 1954, 
These new facilities will increase the 
Company’s ammonia producing capacity 
by about 110,000 tons a year. 
Petroleum—An enlargement of refining 
facilities, begun in 1952, was completed 
at year end but not in tiffie to contribute 
to 1953 income. This expansion permits 





























an increase of 50% in yield of improved 


with little change in 


The most significant new development 
in the search for reserves of crude oil 
and natural gas was in the Colorado 
portion of the Denver-Julesburg Basin. 
During the year, Lion completed 22 net 


Dividends—Cash dividends, at the rate 
of $2 per share and totaling $6,181,775, 
were paid during the year. That sum 
was 57.8°7 of net earnings for 1953. The 
Company has paid quarterly dividends 


For 1953 Annual Report, 

bP write Public Relations Dept., 
811 Lion Oil Building, 

El Dorado, Arkansas 


FINANCIAL SUMMARY 1953 1952 quality gasoline, 
Net Working Capital—Dec. 31 $25,784,256 $26,207,331 crude oil thruput. 
Current Ratio 3.11 3.33 
Net Properties (Fixed Assets) $99,039,397 $74,930,620 
Total Net Worth—Dec. 31 $96,246,302 $91,739,829 
Shores of Capital Stock Outstanding 
Dec. 31 3,090,890 3,090,884 
Number of Stockholders 16,498 16,111 
Total Dividends Paid $ 6,181,775 $ 5,781,744 
wells there. 
OPERATING SUMMARY 
Number of Producing Wells (Net) 873 818 
Gross Crude Oil Production—Barrels 7,829,481 7,713,422 
Crude Oil Run to Stills—Barrels 8,421,579 7,931,703 
Total Refined Oil Sales— Gallons 363,954,581 368,091,487 
Elemental Nitrogen (N) Production—Tons 172,809 163,449 
Number of Employees—Dec. 31 2,732 2,623 
Annual Payroll $13,547,482 $12,040,271 continuously since 1936. 
CONDENSED EARNINGS STATEMENT 1953 1952 
For Years Ended December 31 Amount Per Share Amount Per Share 
Scales and Operating Revenues $89,959,405 $29.11 $88,625,282 $28.67 
Operating Charges, Interest, Etc. (Net) 73,034,145 23.63 72,082,857 23.32 
Net Income Before Provision for Taxes on Income 16,925,260 5.48 16,542,425 5.35 
Estimated Federal and State Taxes on Income 6,237,000 2.02 6,331,000 2.05 
” Net Income $10,488,260 $3.46 $10,211,425 $ 3.30 
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Continued from page 11 


Investor- Owned 


tial that as good citizens we use 
our talents and planning abilities 
to participate in sound community 


and area growth. While many 
utility companies for decades 
have worked successfully with 


chambers »f commerce and other 
local organizations in promoting 
the development and profitable 
Operation of industries, I am 
thinking more particularly of ac- 
tivities designed to improve edu- 
cational and recreational facilities 
and in making the “home town” a 
better place in which to live. No- 
where have the accomplishments 
of the utility companies been 
more outstanding in area devel- 
opment than in the South. 

It was a former president of the 
Georgia Power Company, Preston 
S. Arkwright who, 30 odd years 
ago, coined the slogan, “A Citizen 
Wherever We Serve.” And you 
people are living that slogan. It 
remained for another Georgia 

“ Power man, Charlie Collier, to 
come up with the first “Better 
Home Town” Program. This ac- 
tivity has spread to other areas 
and has exerted considerable in- 
fluence in making our small com- 
munities more desirable places for 
the young folks to make their 
homes, and in increasing the op- 
portunities for earning a good 
living in these same locations. 

I am reminded, too, of Thomas 
W. Martin, Chairman of the Board 
of Alabama Power Company, who 
was the prime mover in organiz- 
ing the Southern Research Insti- 
tute, an institution that has made 
scientific research available to 
small industrial groups through- 
out the South, and who has been 
a leader in many other enter- 
prises for community, State and 
regional development. And then 
there is Lou Sutton, with his 
“Finer Carolina’ Program, who 
was acclaimed “The North Caro- 
linian of 1953”; Hamilton Moses 
and the highly successful four- 
point program _ sponsored by 
Arkansas Power & Light Com- 
pany, perhaps better known as 
“The Arkansas Plan”; Mississippi 
Power & Light Company’s “Help- 
ing Build Mississippi” Club, and 
the notable exhibit of products of 
Southern industry that has be- 
come a permanent feature of the 

w International Trade Mart in New 
Orleans, thanks to the efforts of 
New Orleans Public Service Com- 
pany and its affiliated companies. 

Here in Florida, the Florida 
Power & Light Company and the 
other Florida companies have 
been doing an excellent job of 
publicizing this State as the only 
place in the country where you 
enjoy real summer weather in 
the winter time. 

Sometime ago in getting mate- 
rial together for a farm electri- 
fication talk, I was interested to 
learn the extent to which member 
companies of the Southeastern 
Electric Exchange and their per- 
sonnel have given of their time 
and abilities to soil improvement 
and cultivation. I hesitate to single 
out any company for its accom- 
plishments in promoting agricul- 
ture, for it appears that practically 
all are doing an outstanding job 
in cooperating with vocational 

agricultural schools, universities. 
the U. S. Department of Agricul- 
ture, the agricultural extension 
service and experiment stations, 
farm and farm youth organiza- 
tions and the equipment manufac- 
turers. 








































































































































































































































































































































































































































































































































































































































































Utilities Companies Have Interest 
In Profitable Farming 

The electric utility companies 

have an extensive and deep-rooted 

interest in profitable farming. The 

future of a considerable portion 

of their business is committed to 


















































Electric 


Utilities Can Do the Job 


and bound up in the future of 
farm electrification. They can be 
counted upon, therefore, to con- 
tinue their long-time interest in 
agricultural development. 

I realize that there is a limit to 
how far we can go in spending 
money on these types of activities, 
but certainly the electric compa- 
nies are well equipped to help in 
such endeavors and their partici- 
pation can prove of benefit to the 
individual companies, their cus- 
tomers, employees and _ security 
holders. After all, an electric light 
and power company cannot move 
away if business is slack and un- 
satisfactory. Unlike many manu- 
facturers and other businesses, its 
investment in generating equip- 
ment, transmission and distribu- 
tion lines is anchored in the soil 
of the territory it serves. The 
territory must therefore grow and 
prosper, if the utility company is 
to grow and prosper. 

We have still another job to do 
for the customers we serve. The 
Federal, State and local govern- 
ments need tax monies to operate 
and the electric light and power 
companies, as well as all busi- 
nesses, should pay their fair share 
of taxes. Taxes which the electric 
light and power companies pay 
are included in the bills for elec- 
tric service paid by their custom- 


ers—so in effect the taxes are 
paid by their customers. 
Under existing laws our cus- 


tomers pay 14 cents of every dol- 
lar we collect from them for the 
support of the Federal Govern- 
ment. Customers of Federal, State 
and local government power 
agencies, however, are exempt 
from paying through their electric 
bills this share of the cost of the 
Federal Government, as govern- 
ment power operations do not pay 
Federal taxes. We must continue 
in the interest of our customers 
to urge Congress to remove the 
unfair tax-exemptions enjoyed by 
government proprietary power 
business so that their customers 
shall share in the cost of support- 
ing government and thereby re- 
duce the burden that should be 
common to all of us. 

Another 9 cents of every dollar 
electric light and power compa- 
nies collect from their customers 
goes for the support of State and 
local governments. But govern- 
ment power agencies make little, 
if any, payments in lieu of State 
or local taxes. Since these gov- 
ernment power operations enjoy 
benefits provided by local govern- 
ments, they should pay their fair 
share of the cost of such benefits. 


Federal Power Projects Should 
Be Taxed 

Congress should authorize State 
and local governments to levy 
taxes against the power facilities 
and power business of Federal 
agencies on the same basis that 
such taxes are levied against pri- 
vate business. As substantial local 
taxpayers we are interested in the 
efforts of local governments to 
gain the right to tax Federal 
property, particularly where it is 
used in competition with private 
business, at the same rate as other 
similar property in each area. In 
addition to reducing the share of 


each local taxpayer, such action 
would help to reveal the true 
costs of Federal Government 


power operations and would help 
to show the unfairness of the so- 
called “yardstick” and the uneco- 
nomic character of such operations. 

There are several precedents for 
this recognition of the obligation 
on the part of the Federal Gov- 
ernment to assume part of the 
costs of local government. In the 
District of Columbia, seat of the 


Government, according to Moody’s 
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national Capital, the Federal Let me quote a paragraph from 
the petition for rehearing filed by 


the Authority: 


“In the great national prejects 
like the Bonneville Dam, the 
Boulder Dam, and the TVA, the 
improvement of navigation, re- 
claiming waste lands, and the cre- 
ation of a ‘yardstick’ for electric 
rates are illustrations of legisla- 
tive declarations intended to over- 
come the probable hostile attacks, 
while at the same time everybody 
understood and now knows it as a 
fact that the object of the named 
projects, and of scores of others 
that have since been undertaken, 
was to socialize, so to speak, the 
business of producing and dis- 
tributing electric energy through 
public grants and public owner- 
ship.” 

Twenty years ago the power 
generating capacity of the Fed- 
eral agencies was seven-tenths of 
1% of the industry’s total. Today 
it is 12%. Federal generating ca- 
pacity has increased more than 40 
times in this 20-year period. This 
generating capacity financed by 
billions of the taxpayers’ dollars 
amounts today to approximately 
11.4 million kilowatts. Although 
by itself, this figure is alarming, 
the real danger lies in what could 
be built on this foundation, if in- 


latory body becomes secondary, 
if not subservient, in its position. 

It should be accepted, as a basis 
of interrelations between the Fed- 
eral and state governments, that 
the regulation of electric light and 
power companies should be by the 
state or local agency, thus pre- 
serving states’ rights, and that 
the regulation exerted by the Fed- 
eral Government should be re- 
duced to that minimum, which is 
fully justifiable in the interest of 
the customer, because either the 
state, or a compact of states, lack 
jurisdiction over some part of the 
business. Were this broad prin- 
ciple adopted there would be no 
justification in the case of licens- 
ing dams on navigable streams, 
or tributaries thereof, for the Fed- 
eral Government to impose any 
conditions on such licensing re- 
lating directly or-indirectly to rate 
regulation, but the conditions 
would relate solely to assuring a 
proper protection of the bonafide 
interest of navigation. Further, 
the term “navigation” should be 
redefined so as to exclude waters 
where navigation, in fact, is non- 
existent, or is confined to a few 
pleasure craft, since in such latter 
situations there is no need for 
Federal control. The entire mat- 
ter would then be and would 


Manual, pays over 10% of the 
costs of the district’s operations. 
The Federal Government also 
contributes or pays local govern- 
ment costs in some areas where 
plants of the Atomic Energy Com- 
mission are located and in other 
instances pays substantial sums 
for schools and other government 
purposes. In recent years the 
property holdings of the Federal 
Government have greatly ex- 
panded throughout the nation, and 
the principle that caused Con- 
gress to assume a share of the cost 
of certain local government oper- 
ations should be applied generally 
throughout the nation and partic- 
ularly to a Federal Government 
operation that competes with pri- 
vate business. 

I would like to mention another 
inequity. In some instances the 
interest against the capital the 
government employs is. not 
charged against the government 
proprietary operation and in other 
instances the interest from the se- 
curities sold to finance the proj- 
ects are free from Federal income 
taxes and in many instances free 
from State income taxes. Rates 
charged for government-produced 
power should include the full cost 


of money. In the case of Federal difference to, or neglect or lack Properly be the concern only of 
operations, the full capital cost of understanding of, this situation the, state and local governments. 


should be fairly allocated to power 
facilities by an agency concerned 
with the welfare of the U. S. 
Treasury and should include in- 
terest during construction. Such 
procedure would be no more than 
consistent with sound business 
principles. 

If the Federal Government in- 
cluded all costs in its charges for 
power, in practically every case 
the resulting charges would be 
greater than the market value of 


We would welcome steps by the 
Federal Government to reduce 
the burden of overlapping regula- 
tion by simplifying its require- 
ments and by leaving more of the 
job of regulation exclusively with 
the state commissions. This over- 
lapping regulation is costly to the 
companies and is reflected in their 
charges to their customers. Al- 
though some relief can undoubt- 
edly be obtained by voluntary 
Commission action under existing 


should persist. 


Extent of Federal Power Projects 


Some 9.5 million kilowatts of 
additional generating capacity are 
now in various stages of con- 
struction for new Federal plants 
and additions to existing Federal 
plants, and close to 6.5 million 
more kilowatts have been author- 
ized by Congress, although all of 
the necessary appropriations have 


not yet been made. Above and - e.. 
power in the same area that is or nawenel this. nearly 36.5 million 5t#tutes, amendment of such laws 
could be produced by the electric ,ijowatts more have been listed 1S Necessary for adequate relief in 


the public interest. 
To sum it all up, we have*no 


power companies under the regu- 


) Une } ‘ by Federal Government agencies. 
lation of the Public Service Com- 


The total of all of these proj- 





mission controlling power com- e¢ts—now in service, building or fear of government competition 

yany rates : , ., per se. We do have deep fear of 

I . ap + b , contemplated—would come to 64 the ‘destructive foree of govern- 
Another discrimination prac- ijjlion kilowatts. or nearly as a 


ticed by the Federal Government 
in the power business is the pref- 
erence which Congress has de- 


ment taxation, combined with the 
continuing policy of Congress per- 
mitting government bureaus and 


much as the present total generat- 
ing capacity of America’s in- 
vestor-owned electric utility com- 


creed, in most instances, shall be panies. - satgenneg se compete Reng in 
given to public bodies and co- “ The entire private electric in- ® Power business. These prob- 
operatives in the sale of elec- qustry has taken new heart from lems of government in business 


tricity from Federal Government 
projects. This discrimination 
against the customers of the in- 


the courageous and statesmanlike 
approach which the member com- 
panies of the Southeastern Elec- 


and the preservation of our sys- 
tem of free enterprise must in the 


vestor-owned companies is unfair. tric Exchange have taken with re- final analysis be adjudicated in 
It should be eliminated so that spect to public power. While the court of public opinion. The 


customers of private enterprise, 
cooperatives or government oper- 
ations will be treated alike. 

If the government with the 
monies of its citizens is going to 
compete with them in business, 
certainly it should be on an equal 
basis with investor-owned busi- 
ness, charging to its business the 
true costs of doing business, and 
not base its prices on subsidized 
costs at the expense of the cus- 


there may have been differences 
among you as to the most desir- 
able solution of this problem, 
these differences have not been 
allowed to weaken your resistance 
to the threat of socialized power. 

There is another matter affect- 
ing service to our customers that 
deserves our active attention. The 
supply of electric power is inher- 
ently a local business even though 


solution will be made easier and 
will come sooner when the public 
is fully advised of the problems 
and inequities that exist and how 
the public will be benefited by 
their fair and proper solution or 
elimination. 


Louis Gibbs Back At 


ne s- service areas may spread across 
tomers of investor-owned busi- state lines. True, we have built 
ness and other taxpayers. The jnterconnections that extend over Desk From Europe 
Federal Government’s power anv state lines and should con- j 
-ati ° a true cost basis many stat mgpedit d y ould ~~ Louis A. Gibbs, Laird, Bissell 
operations On a true Cos aSIS tinue to do so, mainly for reliabil- 9 at? . 
a atch - record , : ’ : & Meeds, 120 Broadway, New 
cannot match our record. ity of service, but also for refine- ,, ; , ' 
, . . ‘ , tng : York City, members of the New 
When the Federal Government ment in economies of operation. 


York Stock 
returned from 
a visit to the 
firm’s office in 
Basle, Switz- 
erland. Mr. 
Gibbs was ac- 
companied by 
W.L. Ertinger, 
manager oi 
the Foreign 
Department. 
The Basle 
office lo- 
cated at 5 Du- 
fourstrasse in 


Exchange. 


recently 


in the 30s embarked on its exten- 
sive program of building multi- 
purpose dams, it was claimed that 
production of electricity would be 
a by-product or incidental to some 
constitutional function such as 
navigation, irrigation or flood 
control. This claim was unmasked 
in 1942 right here in the South 
in litigation involving the South 
Carolina Public Service Author- 
ity, a State-created agency enjoy- 
ing Federal financial assistance. 
The Authority petitioned for a re- 
bearing in which it was stated 
that the Supreme Court of South 
Carolina in considering the case 
should have known, 


Nevertheless the big job is a local 
operation and must always be so. 


Overlapping of Federal and 
State Regulations 


It is a well accepted principle in 
the rendering of electric service 
that the rates sould be subject to 
regulation conformi: with pro- 
visions fixed by state legislatures 
or city ordinances. With few ex- 
ceptions the states have regulatory 
commissions. Under the regula- 
tion of these state commissions, 
the companies have been respon- 
sive to local needs and require- 
ments of their customers. 


> 


1g 


is 





that, while By Act of Congress there is a Modern space, Louis A. Gibbs 
the Act creating the State Power Federal Power Commission which 24 3s under 2 
Authority referred to improving also has regulatory powers and it the management of Dr. George 
rivers for navigation and com- has been well demonstrated that Weil, a member of an old South 
merce, this was only a consti- Where there is overlapping ae German banking family. Dr. Weil 
tutional safeguard, that the real nn il ae hd hem seen will conduct a general brokerage 


purpose was to put the State in 
the power business. 


business in American listed and 
over-the-counter securities. 


court decisions, often assumes the 
dominant role and the state regu- 
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Gorham Knowles With 
Schwabacher & Go. 


Expanding their industrial de- 
partment, Schwabacher & Co., 14 
Wall Street, New York City, 
members of the New York and 

San Francisco 


Stock Ex- 
changes, an- 
nounce the 


association 
with them of 
Gorham 
Knowles. 

Mr. Knowles 
brings to his 
new position 
a sound back- 
ground of fi- 
nancial and 
industrial 
management 
experience. 
Upon separa- 
tion from the service at the close 
of World War II where he served 
as a Naval Lieutenant, he joined 
a firm of national consulting en- 
gineers specializing in industrial 
management. Recently he has 
specialized in the sale and pur- 
chase of companies. 





Gorham Knowles 


Brady Chairman of 
Hugh W. Long Go. 


Announcement has been made 
of the election of Wm. Gage 
Brady, Jr., as Chairman of the 
Board of Hugh W. Long and Com= 
pany, Incor- 
porated, spon- 
sor of Funda- 
mental Inves- 
tors, Inc., Di- 
versified In- 
vestment 
Fund, Inc., 
Manhattan 
Bond Fund, 
Inc., and Di- 
versified 
Growth Stock 
Fund, Inc., 
mutual funds 
located in 
Elizabeth, 
im. @+ mee. 
President and 
National City 





Wm. Gage Brady, Jr. 


Brady is former 
Chairman of the 
Bank of New York: 

In his capacity as Chairman of 
the sponsor organization, as well 
as of the funds, Mr. Brady will 
again draw upon his extensive 
experience as senior policy maker 
for a large financial institution. 
The funds of which he is now 
Chairman have more than $250,- 
900,000 in assets and serve over 
75,000 shareholders resident in 
every state of the union. 


Chicago Bond Club 
Annual Field Day 


CHICAGO, I1l.—The Forty-First 
Annual Field Day of the Bond 
Club of Chicago this year will be 
held at the Knollwood Club, Lake 
Forest, on Friday, June 4. The 
Board of Directors has appointed 
the following General Committee: 
Richard L. Kennedy, Jr., Chair- 
man, Harris, Upham & Co., Milton 
S. Emrich, Julien Collins & Com- 
pany, Thomas W. Evans, Con- 
tinental Illinois National Bank 
and Trust Company of Chicago, 
and George R. Wahlquist, Weeden 
& Co., Vice-Chairmen. 

The General Chairman has ap- 
pointed the following Committee 
Chairmen: 


Arrangements: Richard B. Wal- 
bert, Blyth & Co., Inc. 

Baseball: P. Aldeen Bergquist, 
The First National Bank of Chi- 
cago. 

Dinner: Carl H. Oijilmar Lee 
Higginson Corporation 

Dividends: Edde K. Hays, Cen- 
tral Republic Company. 

Entertainment: John J. Mark- 
ham, Hornblower & Weeks. 

Golf: John H. Anderson, White, 
Weld & Co. 

Investment: Chris J. Newpart, 





Merrill Lynch, Pierce, Fenner & 
Beane. 
Refreshments: Charles F. Cut- 
ter, F. S. Moseley & Co. 
Trophies: George R. Torrey, 
McCormick & Co. 


Batchker, Eaton Co. 
Formed in N. Y. G. 


Announcement has been made 
of the formation of the new se- 
curities firm of Batchker, Eaton 
& Company, members of the New 
York Stock Exchange. The part- 
ners are Philip A. Batchker, Je- 
rome A. Eaton and Joel A. Batch- 
ker. 


Philip A. Batchker is retiring 
as Chairman of the Board of Old 
Town Corporation, with which 
organization he was associated for 
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the past 10 years. Prior to that 
he was chief renegotiator for the 
Quartermaster Department of the 
Army and had originally been a 
partner in the former New York 
Stock Exchange firm of Straus & 
Company. 

Mr. Eaton was formerly Treas- 
urer and a Sales Executive of 
Old Town Corporation. He at- 
tended the Wharton School of 
Finance, University of Pennsyl- 
vania and served in the U. S. Air 
Force during World War II. 


Joel A. Batchker was graduated 
from Seton Hall University and 
attended the University of Penn- 
sylvania Law School. He became 
a member of the New York Stock 
Exchange in December, 1953. The 
firm will have its offices at 120 
Broadway, New York City. 


It was also announced that 
Samuel Z. Gelsey has joined 





Batchker, Eaton & Company as 
a customer’s broker. Mr. Gelsey 
had previously been with Ernst 
& Co. in the same capacity. 


Talmage & Go. Opens 
New Office in Brooklyn 


The securities firm of Talmage 
& Co., member of the New York 


Stock Exchange, has opened a 
new brokerage office at 2215 
Church Avenue, Brooklyn, it is 
announced. 

The office will be under the 
management of Eugene Rosen- 
field. Talmage & Co., with its 
main office at 111 Broadway, New 
York City, also has a branch in 
Forest Hills. 
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Two With Wm. R. Staats 

(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, Calif.—Chad- 
wick E. Richey and Thomas S. 
Young, III have become associated 
with William R. Staats & Co., 
640 South Spring Street, members 
of the New York and Los Angeles 
Stock Exchanges. 


Joins Hall & Hall 


(Special to THe FInaNcIAL CHRONICLE) 


FRESNO, Calif—Donald V. 
Selland has been added to the 
staff of Hall & Hall, Bank of 
America Building. 


Joins King Merritt 
(Special to THe Financia, CHRONICLE) 
LOS ANGELES, Calif.—Leo G. 
Neal is now with King Merritt & 
Co., Inc., 1151 South Broadway. 





_ 5” | Pree gees $332.9 millions. 
37.6 millions. . 
35.3 millions. . 
22.4 millions. . 


Depreciation 


Profit Taxes 


Aluminium Limited 
HIGHLIGHTS 


from the 1953 


Annual Report 


(IN CANADIAN DOLLARS) 


Sse A SS eS. S.e: 6S ie 


Earnings (common stock) . 
Dividends (common stock). . 


Net Profit 
Depreciation 
Cash Income 


16.0 millions. . 


1952 1953 


OPERATING RESULTS PER SHARE 


(based on common shares outstanding at the end of 1953) 


ee’ e 2 8-0 @ 6 Ob 4 2 6. oct ee 
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*Depreciation (capital cost allowances ) 


Normal allowances on facilities in operation 
Other allowances, including $24,381,813 C1952 
on facilities prior to completion 


1952 


2s £ €.64 3 2 Oe 2.822 2.2 @ae 
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wee ee 8 et £4 £6 6 tt. 2 8 SS 
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1952 
$16,475,671 


—$18,215,808) 
21,102,222 


. $335.7 millions 
50.7 millions* 
25.7 millions 
19.5 millions** 
17.3 millions 


1953 


$ 2.16 





5.62 


7.78 


2.85 


$10.63 


1953 
$21,812,257 


28,869,164 





$37,577,893 


$50,681,421 








**Other allowances had the effect of reducing proht carried to 


earned surplus by 


the newly acquired assets were in operation. 


$11,227,900 


$16,356,860 








EXPANSION PROGRAM 


The expansion program undertaken by the Company in 1951 was subst: intially 
completed i in 1953. By the vear-end more than 90% of the estimated $465.000 000 
capit: al expe nditures for the program had been made and about one-third of 


British € ‘olumbia will be in operation in the summer of 1954. 


Copies of the Annual Report may be obtained from: 








The Kemano-Kitimat project in 


ALUMINIUM LIMITED 


Mailbox 6090 Montreal, Canada 
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Meeting Competition in 
International Trade 


f By A. M. STRONG* 

Vice-President American National Bank & Trust Company 
o Chicago, Ul. 
j Mr. Strong calls attention to growing competition facing U. S. 


in world markets. Points out Japan, Germany and other indus- 


trial nations are aggressively promoting sales in Latin America 


and elsewhere and offer lower prices and longer credit terms. 


Advocates concentrating activities of Export-Import Bank on 
financing of exports from U. S., 


and warns unless some method 


of meeting competition in credit terms is devised, we will 
eventually lose our overseas markets. 


We are now faced with grow- 
ing competition in world markets. 
The competition is in price, credit 
terms and the free availability 
of non-dollar 
currencies. 
We are now in 
a buyers’ mar- 
ket and can no 
longer sell by 
merely offer- 
ing our goods. 

Our non- 
military mer- 
chandise ex - 
ports have de- 
glined in 1953 

approxi- 
mately one 
billion dollars 
and the trend 
continued in 
1954. Our January exports were 
i7% below the 1953 monthly aver- 
age and 19% below the December 
exports. 

For a number of years since the 
end of the war we spent huge 
sums of money in foreign aid, 
helping to rehabilitate the indus- 
tries of European nations and to 
industrialize backward countries 
in other areas. We were success- 
ful in this undertaking. Euro- 
pean industrial production is now 
higher than before the war and 
has reached a level which enables 
these nations to compete with us. 
Our customers can now obtain 
many types of good quality goods 
in Europe and Japan without 
worrying about the dollar short- 
age. 3ritain’s exports nearly 
doubled in the last four years. Ex- 
ports of other nations show a sub- 
stantial increase, 

Japan, Germany and other Eu- 
ropean industrial nations are ag- 
éressively promoting § sales’ in 
Latin America and elsewhere and 
offer lower prices and longer 
credit terms. They are able to 
extend long payment terms 
Shrough the assistance of their 
BZovernment credit insurance 
agencies. Such insurance is,Aow 
available in a number of countries 
including Canada, England, Bel- 
gium, Holland, Germany and 
France. 





A. M. Strong 


The Task of the Exporter 

What can the American ex- 
porter do to meet this competi- 
tion? There no all inclusive 
method or formula which could 
solve the problem. American ex- 
porters can cope with price com- 
petition by maintaining high qual- 


is 


ity standards ttractive design, 
prompt celivery and adequate 
service Ho vevel they cannot 
compete with credit terms sup- 
ported by foreign government in- 
surance tn import quotas. spe 
cial taxes and hizh duties imposed 
by other nations They cannot 
com pet« with ex hange restric- 
tions. 

Although the Export-Import 
Bank Act of 1945 states that the 
Objecis and purposes of the bank 


shall be to aid in financing and to 
facilitate and imports be- 
tween the United States and other 


exnort 


countries. the bank is mainly en- 
Zaged inh financing development 
projects abroad. Even these ac- 


*Opening remarks by Mr. Strong at 
the World Trade Forum sponsored by the 
Iimois Manufacturers’ Association, Chi- 


cage, Ill., March 25, 1954. 


tivities have been limited by the 
new Administration because the 
bank’s financing must be included 
in the Federal Budget as an ex- 
penditure. 

It has been proposed that the 
Export-Import Bank be author- 
ized to extend guarantees to 
American exporters, especially for 
capital goods, whicn require long 
term financing. Such guarantees 
would not affect the Federal 
Budget because no cash outlays 
are involved. 

The Illinois Manufacturers’ As- 
sociation recently recommended 
that the activities of the Export- 
Import Bank be concentrated on 
the financing of exports from the 
United States through loans and 
guarantees to United States com- 
panies and individuals who cannot 
Obtain adequate credit facilities 
from commercial banks because of 
the terms and duration of the 
credits; that the primary consider- 
ation for the financing should be 
direct assistance to American 
manufacturers: that the loans or 
guarantees should not be extended 
for the development in other 
countries of enterprises competi- 
tive to United States industry. 

Unless some method of meeting 
competition in credit terms is de- 
vised, we will eventually lose our 
overseas markets for capital and 


other goods which require long- 
terin financing. 


While there is an improvement 
n the exchange situation abroad 
and many nations have increased 
their dollar and gold holdings, the 
dollar shortage is still in evidence 
and American imports are subject 
to restrictions in most countries. 
The dollar shortage is being over- 
come to some extent by triangular 
transactions. These arrangements 
which are gaining in importance 
eneble American exporters to sell 
goods in countries where such 
sales would not be possible be- 
cause of the lack of dollars. 

In substance, a triangular trans- 
action is an arrangement whereby 
a country short of dollars but long 
in guilders, kroner, pesos or some 
other currency, imports American 
goods by paying in one of these 
currencies which immediately 
converted into dollars. As a rule 
the American manufacturer re- 
ceives a Letter of Credit in dol- 
lars before making the shipment 


Triangula 


is 


transactions must have 


the approval of the countries in- 
volved and are made under gov- 
errment licenses 

The ¢ ange used j such 
ti culons originates through the 
Ing and pi t sreements 
er st trading ccuntries 
ufsice « the doll rea. There 
ar l 0 ec { hich main- 
nt ree- 
‘ ’ i el anc Tf is 
ate t ere € about 

ty ) uch i rv6 t 
Triangular 1 are ed 
20 ] our 
Owl povernime Su ceals in 
agricultural products ere re- 
cently announced bv our foreign 
aid agency. the F reign Overa- 
tions Administration. While some 
of the larger Midwestern concerns 
occasionally exvort and import 
throtigh third countries, the bulk 


of this business is conducted in 
the East. 
Ve can meet the increasing for- 








eign trade competition through 
the high standard of Americah 
quality, through aggressive sell- 
ing and by adapting ourselves to 
new methods and new ideas. How- 
ever, our government must take 


the initiative in removing the 
trade barriers which now hamper 
international trade. I firmly be- 
lieve that given an equal chance 
American ingenuity will meet the 
new problems in foreign trade as 
we have met similar problems in 
the past. 


Howard J. Eble With 
Gottron, Russell & Co. 


CLEVELAND, Ohio — Howard 
J. Eble, one of Cleveland’s well 
known traders, has joined the trad- 
ing department of Gottron, Rus- 
sell & Co.,Inc., 
Union Com- 
merce Build- 
ing, members 
of the Mid- 
west Stock 
Exchange. 

For the past 
year with 
Parsons & Co., 
Inc., Eble 
started his 
active securi- 
ties career in 
1932 with Wm. 
J. Mericka & 
oy Pe CY 
where he be- 
came known throughout the fi- 
nancial world for his trading 
abilities. 

A specialist in over-the-counter 
securities of Cleveland and Ohio, 
Eble is a World War II veteran 
and in 1952 was elected and 
served as President of the Cleve- 
land Security Traders Association. 


McCormick Re-elected 
By American Exchange 


Edward T. McCormick, Ameri- 
can Stock Ex- 
change Presi- 
dent, was re- 
elected to a 
new three- 
year term in 
that office be- 
ginning April 
1,1954,ac- 
cording to an 
announce- 
ment by the 
Exchange’s 
Board of Gov- 


Howard J. Eble 


ernors. 
In April, 
1951, at the 


EZ. T. McCormick 


age of 40, Mc- 
Cormick resigned as a Securities 
and Exchange Commissioner to 
become the third paid President 
in the Exchange's history. 


Mich. Mun. Advisory 
Council Elects 


DETROIT, Mich. Cecil R. 
Cummings, Manager of the muni- 
cipal buying department of First 
of Michigan Corporation, has been 
elected Chairman of the Munici- 
pal Advisory Council of Michigan, 
according to Louis R. Schimmel, 
director. T. Norris Hitchman of 
Kenower, MacArthur & Company, 


was elected Vice-Chairman, and 
E. Price Kimbrough of Shannon 
& Company, was named Secre- 
tary-Treasurer. 

The council cooperates with 
cities, villages, townships, and 
schoo! districts in their finance 


Its 
mainly 


bid 


procedures membership is 
composed of investment 
firms which on Michigan 
sues, banks, trust companies, 
insurance firms. 


Joins Hill Richards 


THE FINANCIAI 


is- 
and 


(Special to 


SAN FRANCISCO, Calif. — 
Lloyd E. Rogers is now with Hill 


H LE) 


Richards & Co., 155 Montgomery 
Street He was formerly with 
Wulff, Hansen & Co 
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Condemns Lack of Gold Standard | 


Prof. O. Glenn Saxon attributes widespread acceptance of 


communism and similar radical ideologies, as well as economic 
and social chaos, to depreciated, irredeemable paper money. 


In a radio talk, “Yale Interprets 
the News,” on March 28, Prof. O. 
Glenn Saxon, Professor of Eco- 
nomics at Yale University, attrib- 
uted the cur- 
rent wide- 
spread ac- 
ceptance of 
communism, 
fascism and 
socialism 
throughout 
the world” to 
the almost 
universal 
abandonment 
of the gold 
standard. 

He urged an 
immediate re- 
turn to the 
gold standard 
in the United States as a means of 
putting “the brakes on all infla- 
tionary forces” and of making the 
government “keep the budget bal- 
anced, except in real emergen- 





Dr. O. Glenn Saxon 


cies,’ adding that when govern- 


ments started issuing paper dol- 
lars, instead of gold dollars, which 
have a fixed monetary value, eco- 
nomic and social chaos became 
inevitable. Savings and invest- 
ments were wiped out as the pur- 
chasing power of paper money 
that could not be converted into 
gold declined. 

Professor Saxon, a former Com- 
missioner of Finance and Control 
in Connecticut, served as economic 
advisor to Republican Presidential 
candidates Alfred M. Landon and 
Wendell Willkie. 

After World War II, Prof. Saxon 
maintained, about three quarters 
of the people of the world “suf- 
fered losses of a minimum of 90% 
of the purchasing power of their 
monies, debts and fixed invest- 
ments” because their nations had 
dropped the gold standard during 
the depression of tlhe °30s. 

He added that “only a few na- 
tions of the world escaped with 
losses of less than 50% of the pur- 


chasing power of their monies” 
after World War II. 

Abandonment of the gold stand- 
ard has enabled nations to repudi- 
ate their monies for political pur- 
poses, thus destroying the value 
of all public and private debts as 
well as investments and savings, 
he pointed out. 

The constant repudiation of the 
value of money tnroughout the 
world following the abandonment 
of the gold standard “confirms the 
accuracy of Karl Marx’s thesis 
that the surest way to destroy a 
free capitalistic society is to de- 
bauch its currency,” Prof. Saxon 
continued, and he pointed out that 
“since 1933, when the United 
States abandoned the gold stand- 
ard for the first time since 1879, 
our money supply has increased 
five-fold.” 

Since 1939, he added, our mon- 
ey supply has increased three- 
fold, while our production of 
goods and services has only dou- 
bled. 

For this reason, Prof. Saxon 
maintained, prices in this country 
have almost doubled since 1939. 
“In other words,” he said, “the 
purchasing power of our paper 
dollars and of all our fixed in- 
vestments and savings have been 
cut in half since 1939.” 

Prof. Saxon, in urging an ime 
mediate return to the gold stand- 
ard in the United States, said that 
the U. S. gold stock, which since 
the war has grown to its highest 
level in history, “is ample to sus- 
tain a still greater money supply 
than at present.” He maintained, 
furthermore, that the United 
States should return to the gold 
standard whether or not the other 
countries of the world do so. 

“Our return would encourage 
and help other nations to restore 
the gold standard,” he insisted. 
“Some would do so at once, when 
they are assured tiat we are re- 
pudiating the system of politi- 
cally-managed paper money.” 


——— 


industrial Business Decline Leveling Out 


Business Survey Committee of National Association of Pur- 

chasing Agents reveals new orders for first time since last May 

have ever-balanced decreases, and holds this indicates that the 
industrial business decline is leveling out. 


A composite opinion of purchas- 
ing agents who comprise the 
Business Survey Committee of the 
National Association of Purchas- 
ing Agents, 
whose Chair- 
man is Robert 
C. Swanton, 
Director of 
Purchases, 
Winchester 
Repeating 
Arms Com- 
pany, New 
Haven, Conn., 
reports that for 
March ‘‘indus- 
trial produc- 
tion and order 
increases both 
outbalanced 
decreases tor 
the first time since last May. The 
change of trend is marginal and 
possibly, seasonal for production, 





Robert C. Swanton 


with 24% up and 18% down. It is 
stronger on new orders, with 31% 
up and 17% down. As would be 
expected, the individual changes 
are now iarge, ana the reversal oi 
trend is not strong enough to in- 
dicate a sharp upswing. However, 
it is apparent from our March 


survey that the industrial business 
decline has abated and is leveling 
out. Prices are showing some 
strength, particularly in the non- 
ferrous metals. Unworked mate- 
rial inventories are down again. 
Employment is showing some bet- 
terment, as 68% report it to be 
holding steady, the same as last 





month, with some reporting in- 
creases. Buying policy is still of 
short range.” 

The comments from producers 
of excise-taxed items, it is pointed 
out, indicate that considerable 
business is being held back await- 
ing final tax legislation. 

As to the future, the large 
majority of purchasing executives 
take a short-range view, and they 
expect that second-quarter activ- 
ity will be higher than in the 
first quarter. A few can see good 
business through the third quar- 
ter and a few more are optimistic 


for the whole year. The longer 
predictions are hedged with too 
many “ifs” to make any clear 


pattern. 
Commodity Prices 
While industrial materials mar- 


kets record many small, scattered 
declines, there were fewer of 

them and the general price struc- 
ture made the first show of 

strength this Nonferrous 
1etals were in van of this 
light upward 


Competition is very keen. Sales- 


men are following up) inquires 
very closely. A large in¢rease in 
open quotations is reported, in- 


dicating a broadening of the shop- 
ping policy of many buyers. No 
sharp price movement, either way, 
is looked for in the immediate fu- 
ture. 
Inventories 

Inventories of the items and 

materials purchased are reported 









lower by 44% of the purchasing 
agents reporting. This compares 
with 51% so indicating in Febru- 
ary. While there is no tendency 
to build up inventories, the high- 
est number since last November 
(45%), shows no change in stocks, 
confirming the February report 
that adjustments of unworked 
materials to current requirements 
have been completed in many 
companies. Quick availability and 
increased competition are re- 
straining influences on inventory 
accumulation. 


Employment 


Pay rolls continue to decline, 
with 32% reporting layoffs or re- 
duced working time. This is the 
same percentage that reported this 
condition last October. The peak 
month, however, was January, 
when 47% reported lower em- 
ploy. Only a few reductions were 
drastic cuts. The majority con- 
sists of not replacing quits or of 
instituting a shorter work week. 
Several report calling back peo- 
ple laid off in January. Produc- 
tivity is on the rise. Few strike 
difficulties are mentioned. 


Buying Policy 

Commitments remain predom- 
inantly in the mid-range of 
“hand-to-mouth” to 90 days. Re- 
versal of the boom time escalator 
pricing is beginning to appear in 
offers of protection against price 
declines to attract continuing vol- 
ume purchasers. For the most 
part, purchasing departments are 
buying in the smallest economical 
quantities and placing orders 
more frequently. 


Specific Commodity Changes 


The downs lead the list again 
with many small price changes. 

On the up side: Zinc, lead, cop- 
per and tin, cotton, dyes, malle- 
able iron fittings, soybeans, sugar, 
pork, hides, mercury, soap, tallow. 

Reported down: Alcohol, autos, 
brass rod, coal, cartons, cans, 
aluminum conductors, dry milk, 
fuel oil (some areas), gasoline, 
glycerin, some lumber, vegetable 
oils, propane, steel scrap. 

Hard to get: Nickel, polyethy- 
lene, selenium, some. structural 
steel. 

Canada 


Canadian industrial business in 
March has improved over Febru- 
ary. Production increases and 
new orders are reported some- 
what higher than in the United 
States. Commodity prices are 
very much in line. Inventories 
are higher and employment is 
picking up much faster. Buying 
policy a little longer range than in 
the United States. Weather is 
permitting the start of many 
building programs. Purchasing 
agents in Canada are optimistic 
for the second quarter. 


Joins Schwabacher Co. 

(Special to Tue Financia, CHRonicie) 

SAN FRANCISCO, Calif. 
Kenneth E. Hooper has been 
added to the staff of Schwabacher 
& Co., 600 Market Street, mem- 
bers of the New York and San 
Francisco Stock Exchanges. 


With Wulff Hansen 
(Special to Tue Financtrat CHronicie) 
SAN FRANCISCO, Calif. 
Charles R. Pettit has become con- 
nected with Wulff, Hansen & Co., 
Russ Building. He was previously 
with Sutro & Co. Revel 
Miller & Co. 


and 


With Boettcher And Co. 


Special to Tue Financia, CHRonicie) 
DENVER, Colo. — Robert W. 
Burke and Kenneth E. Linscott 


have become affiliated with 
Boettcher and Company, 828 
Seventeenth Street, members of 


the New York Stock Exchange. 
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| - Public Utility Securities | 
By OWEN ELY | 

Washington Water Power Company 


Washington Water Power has a historic record. It was in- 
corporated in 1889 and has paid dividends for 55 years—a record 
surpassed by only four other utilities on the Big Board. Up to 
August, 1952, however, the stock was held by American Power & 
Light Company, so that it has been known to the investing public 
less than two years. 

The company serves electricity to 13 counties in eastern and 
north central Washington and nine counties in the adjoining sec- 
tion of northern Idaho. The territory covers approximately 26,000 
square miles and has an estimated population of 470,000. Spokane, 
the principal city served, with a population of 161,721 (1950 
census), is the hub of the so-called “Inland Empire.” Seventy- 
eight other communities are served in Washington, including Pull- 
man with a population of 12,022. A total of 57 communities are 
served in Idaho, including Lewiston with a population of 12,985, 
Coeur d’Alene with 12,198, and Moscow with 10,593. 

The company’s area includes the large Coeur d’Alene mining 
district of Idaho, portions of the mining region in northeastern 
Washington and the operations of the Howe Sound Company at 
Holden, Washington, which is at the head of Lake Chelan. From 
the company’s area comes a major part of the nation’s magnesite, 
and a large part of the lead, silver and zinc. The aluminum in- 
dustry, which uses large amounts of electricity, is becoming in- 
creasingly important. Other activities include farming, lumbering 
and related operations. 


The electric load is well balanced, with residential and rural 
business accounting for 47% of revenues and industrial and com- 
mercial 43%. The company’s residential rates now average only 
1.28¢ per kwh., less than half the average cost in the rest of the 
United States. As a result, during the past decade the average 
residential use of electricity has increased from 2,708 kwh. to 
6,371 kwh., or nearly three times the national average. 

The company has now launched its first major load-building 
effort in ten years and expects to build up residential use to 10,000 
kwh. or more over the next several years. Because of the low 
rates resulting from hydro power, electric ranges have been popu- 
lar since the 1920s. House-heating by electricity is also in use, 
with installations running at the rate of over 700 a year, but the 
utilities generally do not particularly care for this business because 
of the bad load factor. Electric dryers take considerable current 
with a well diversified load. 


During 1951-53, under the vigorous leadership of President 
Kinsey Robinson (who earlier led the fight to keep the company 
from being sold to public power interests) the company about 
doubled its generating capacity through construction of the huge 
Cabinet Gorge hydro plant on the Clark Fork River in northern 
Idaho. This $48 million project was accomplished through senior 
financing (principally a $30 million bond issue) with resulting 
favorable effects for the common stock. Before Cabinet Gorge 
was constructed the company had purchased 30% of its power. 


The Administration’s decision to coordinate Federal and local 
in the construction and operation of hydro developments was par- 
ticularly encouraging to the utilities of the northwest. Washington 
Water Power, with Pacific P. & L., Portland General Electric, 
Montana Power and Mountain States Power, has taken the initia- 
tive in plans to develop new major hydro sites in the region. The 
five-company group in December asked the FPC for a preliminary 
permit to investigate the possibility of developing a total of 536,000 
kilowatts of hydro-electric power at Bruces Eddy and Penny Cliffs 
on branches of the Clearwater River in the Panhandle of Idaho. 
Present cost estimates are in the neighborhood of $305 million. 
The five-company group represents about half the power cus- 
tomers in the northwest and has a combined generating capacity 
of 1,400,000 kilowatts. They estimate that about 150-200,000 kw. 
new plant capacity should be provided annually to meet the in- 
creasing power demands of the northwest. 


Washington’s 1953 share earnings cf $1.77 showed a gain of 
about 36¢ over 1952 if non-recurring items should be excluded 
from both years. The hydro outlook for 1954 is reported to be re- 
markably gocd, as determined by measuring the accumulated 
snow and the resulting spring stream flow. President Robinson, 
in a recent talk before the New York Society of Security Analysts, 
forecast earnings of $1.85 in 1954 and over $2 in 1955—plus $1.10 
cash “savings” per share as a result of deferred income taxes, 
resulting from the accelerated amortization of Cabinet Gorge. 
Earnings in the first two months of 1954 were 32¢ compared with 
28¢ last year. 


Due to the 65% amortization certificate on Cabinet Gorge, the 
company has now wiped out their surplus on the tax books, and 
current income after amortization (as reported to the Treasury) 
is insufficient to cover dividends. Hence 65%-75% of dividends 
(currently $1.60) should be tax-free this year, it is estimated. 
Tax-free dividends will continue through 1957, assuming no merger 
with Puget Sound Power & Light. The merger proposal, while 
officially dead, is being kept alive by a Puget Sound Stockholders’ 
Committee, which is attempting to obtain a list of stockholders in 
connection with the annual meeting of Puget Sound. 


Revenues 





Common Stock Record 


Year (Millions) Earnings *Dividends Price Range 
‘1953 $21.35 $1.77 $1.5714 30-24 
1952__- 18.80 1.67 1.2714 28-25 
1951... 17.72 1.35 1.09 sien 
18.20 1.25 0.92 _ 
A 17.94 1.02 0.71 m 
ies anes 16.71 1.10 0.71 ” 
re 15.19 1.24 0.81 - 
| a 12.52 0.94 0.65 = 
| ae 11.61 1.05 0.65 cetinda 
i eh aetna we 11.38 0.76 0.52 + 
Sea 10.97 0.78 0.76 wane 
ha 10.55 0.68 0.54 


*Based on 2,342,411 shares.in all years. **Preliminary. 








Wayne Hummer Admits 
Becker as Partner 


CHICAGO, Ill. — George R. 
Becker will be admitted as a Gen- 
eral Partner 
in the firm of 
Wayne Hum- 
mer & Co. on 
April 1, it is 
announced. 
Mr. Becker 
joined Wayne 
Hummer & 
Co. in 1936 
and has been 
with them 
since that 
time except 
for a period 
when he was 
in the army. 
Wayne Hum- 
mer & Co. are members of the 
New York Stock Exchange and 
other principal exchanges and 
maintain offices here and in Shee 
boygan and Appleton, Wis. 


With Mutual Fund Assoc. 


(Special to Tue FInaNnciaL CHRONICLE) 

SAN FRANCISCO, Calif. — 
William L. Appleby is now with 
Mutual Fund Associates, 444 
Montgomery Street. 


Three With Hamilton 


(Special to THe FinanciaL CHRONICLE) 
DENVER, Colo.—James H. Gil- 
bert, Oliver H. Parish and James 
E. Rogers have become associated 
with Hamilton Management Cor- 
poration, 445 Grant Street. 


George R. Becker 


¢% . ‘g 
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Benjamin Brooks Is  ‘ 
Now With Cohu & Go. 


PHILADELPHIA, Pa. — Benja~— 
min A. Brooks, Jr., has joined 
the New York Stock Exchange 
member firm of Cohu & Co., as 
Manager of: 
the trading 
department in 
their Phila- 
delphia office, 
123 South 
Broad Street, 
ithasbeen 
announced. 

One of the 
best known 
names in 
Philadelphia 
financial 
circles, Mr. 
Brooks was 
previously as- 
sociated with 
Henry B. Warner & Co., Inc., and 
W. H. Bell & Co., both in Phila- 
delphia. He has served several 
terms as a Governor of the In- 
vestment Traders Association of 
Philadelphia. 


3enj. A. Brooks,. Jr. 


ee 


E. I. Shelley Adds &% 


(Special to THe Financtat CHronicie) 
DENVER, Colo. — Eugene W. 
Benson is now with E. I. Shelley 
& Company, E & C Building. 


Schwanz Adds to Staff 


(Special to THe Frnancia CHRONICLE) 


AURORA, Ill. — Irving M. 
Farnsworth has become affiliated 
with Schwanz & Company, Mer- 
chants National Bank Building. 
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ARMCO SALES REACH 
ALL-TIME HIGH 
“IN 1993 





Here are financial highlights of Armco Stee! Corporation’s 


annual report : 


Net Sales 
Net Tons of Ingots Produced 


Per Cent of Rated Ingot Capacity Operated .... 
Net Tons of Manufactured Products Shipped 


Net Earnings 
Per Cent Net Earnings of Net Sales 
Per Share of Common Stock 

Cash Dividends on Common Stock 
Per Share of Common Stock 

Earnings Retained in the Business 


Capital Expenditures 


Total Taxes 


Per Share of Common Stock ..... 
Long-Term Debt 
Working Capitol ... 


Book Value Per Share of Common Stock 


less current portion (end of yeor) 





1953 1952 
pagename $588,919,900  $518,575,218 
bie o\wwied 4,704,773 4,042,473 
97.8% 87.5% 
bae.e's 3,375,430" 3,078,639* 
weerr $33,902,462 $31,337,861 
rer rs 5.76% 6.04% 
Hewes ee $6.50 $6.01 
TTT ce $15,640,891 $15,640,669 
TYTY rs 3.00 3.00 
peudoees 18,261,571 15,697,192 
padae ous 29,316,794 50,425,441 
57,773,971 49,195,884 
11.08 9.44 
75,281,460 80,519,945 
134,103,527 123,973,720 
60.16 56.66 


Includes products manufactured from ingots of other producers 
NOTE: All above figures exclude foreign subsidiaries except Canadian. 


If you would like a free copy of 
our complete 1953 Annual Report, just 


write us at the address below. 
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Merrill Lynch Put Brokerage Business 


On Wheels Via Custom Built Buses 


Taking Wall Street to Main 
Street became a physical reality 
today when the nation - wide 
brokerage firm of Merrill Lynch, 
Pierce, Fen- 
ner & Beane 
launched 
three buses, 
each a com- 
plete office- 
on - wheels 
capable of 
rendering a 
full invest- 
ment service. 
It is under- 
stood the cost 
of each bus 
was $22,000. 

Plans for 
the use of the 
custom - built 
buses in 15 communities around 
Chicago, Boston, and Newark, 
N. J., were announced by Win- 
throp H. Smith, Managing Part- 
ner of the firm which already op- 
erates 113 standard offices in 107 
cities. Scheduled trips will start 
April 5 from Newark and on 
April 12 from Boston and Chicago. 


“Putting brokerage offices on 
wheels is nothing more than a 
legical outgrowth of our belief 
that investment service has got 
to be made much more widely 
available if we are going to ac- 
complish our objective of seeing 
that as many people as possible 
own a share in American busi- 
ness,” said Mr. Smith. 

Each of the new mobile offices 
consists of a board room where 
stock prices are posted, and two 
private offices where people may 
discuss their individual invest- 
ment problems with the experi- 
enced account executives who 
will man the buses. Each bus is 
equipped with a radio-telephone 
which ties in directly with the 
Merrill Lynch private wire sys- 
tem and assures bus customers 
that their orders will be promptly 
executed and confirmed. Up-to- 
the-minute market quotations can 
also be secured by raido-phone 
on army stock or bond, listed or 
unlisted, or any commodity. 

The mobile offices will oper- 
ate on regular schedules that will 
take them to the same communi- 
ties on the same day of cach 
week. Arrangements have heen 
made so that the units will be 
parked in the same locations each 
weer. 








Winthrop H. Smith 


Thus in the Newark area the 
bus will be in Paterson on Mon- 
day from 9:30 a.m. to 4:30 p.m., 
in East Paterson on Tuesday, in 
Morristown on Wednesday, in 
East Orange on Thursday, and in 
Plainfield on Friday. 


“Introduction of the mobile 
offices seems particularly timely 
now,” observed Mr. Smith, “be- 
cause of the thousands of new in- 
vestors who have expressed an 
interest in the new Monthly In- 
vestment Plan which enabies peo- 
ple to buy stocks listed on the 
New York Stock Exchange for as 
little as $40 every three months. 


“However, that’s only one ob- 
jective. Our other basic purposes 
are these: 

(1) To provide the complete 
Merrill Lynch financial services 
to a larger number of communi- 
ties. 


(2) To make our facilities and 
services more convenient to pres- 
ent customers who live in towns 
where we do not maintain offices. 


(3) To present before a much 
wider audience the Merrill Lynch 
educational program consisting of 
a number of explanatory booklets, 
two motion picture films, various 
lecture courses, and a comprehen- 
sive statistical and research serv- 
ice, all available without charge.” 

Each unit will be supported by 
newspaper advertising, the same 
as established offices. A regular 
schedule of advertisements will be 
run weekly in the local newspa- 
pers in the communities where the 
buses will operate. 

The three mobile offices were 
manufactured from a standard de- 
sign and, from outward appear- 
ances, resemble regular passenger 
buses. Each unit is 29 feet long, 
ten feet high, and nine feet wide. 
The lower part of the bus is blue 
and the upper section silver. 

The interior of each mobile unit 
is partitioned into four separate 
compartments. The driver’s com- 
partment is separated from the 
other part of the unit by a parti- 
tion from the floor to ceiling. Di- 
rectly in back of the driver’s com- 
partment is an account executive’s 
office. The middle compartment 
is the board 
compartment 
an account 


room and the rear 
‘is another office for 
executive. Partitions 
between each of the three com- 





partments provide privacy for the 
transaction of business. 

The private offices are equipped 
with chairs and a settee for the 
customers and a desk with a swivel 
chair for the account executives. 
The seats and the backs of the 
settees are of foam rubber and 
covered with royal blue vinyl 
plastic. The desks and chairs as 
well as the filing cabinets are of 
blond oak built in functional mod- 
ern design. 

The board room can accommo- 
date half a dozen people on a 
large settee and three individual 
chairs. The quotation board meas- 
ures two by five feet and provides 
room for listing the more active 
and popular stocks. 

A complete library of invest- 
ment data and a number of statis- 
tical reports, as well as Merrill 
Lynch material, will be carried in 
specially fitted racks in the board 
room. 

The blue and silver decor is car- 
ried out in the interior. The ceil- 
ing area is arctic blue with re- 
cessed panels containing fluo- 
rescent lighting fixtures. The win- 
dows are of glare and heat re- 
sistant glass and are fitted with 
Venetian blinds. 

Each bus is completely air-con- 
ditioned from units located in the 
rear space and venting into con- 
cealed ducts in the ceiling. Elec- 
tric heaters for winter use are in- 
stalled in each of the four com- 
partments. 

A special motor generator unit 
provides a 110-volt, 5-kw. electric 
power supply to operate the radio- 
telephones, electric heaters and 
the lighting and air-conditioning. 


John Hassan With Sutro 


(Special to Tue FINANCIAL CHRONICLE) 
SAN MATEO, Calif—John S. 
Hassan has become _ associated 


with Sutro & Co., 407 Montgom- 
ery Street, members of the New 
York and San Francisco Stock 
Exchanges. Mr. Hassan has been 
conducting his own 

business in San Mateo. 


Two With R. H. Moulton 


(Special to Tue FrInancrat CHROonNIcte) 

SAN FRANCISCO, Calif. — 
Richard D. Gordon and Frederick 
N. Scatena have 


investment 


become associ- 


ated with R. H. Moulton & Com- 
pany, 405 Montgomery Street. Mr. 


Scatena was formerly with Davies 
& Co. 
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As We See It 


cialist — a sad commentary upon the interest in such 
matters either in Washington or the country at large. 
Says Mr. Stocker: 


“One might surmise that statements of governmental 
cost would be readily available among the wealth of fi- 
nancial data published by the Federal Government. But 
no single Federal financial statement now published 
shows the costs to the Federal Government of its various 
activities. The preparation of estimates of such costs in- 
volves an amalgamation of financial data derived from 
Federal budgets, annual reports of the Secretary of the 
Treasury, and many varied financial statements of govern- 
ment agencies and corporations.” 


$8 Billion! 

But let us turn to Mr. Stocker’s findings. He comes 
up with an overall figure covering the fiscal years 
1930-53, inclusive, of something over $7.5 billion as the 
“Costs of Federal Activities to°Stabilize Agricuitural 
Prices and Income.” This‘éstimate does not include over a 
quarter of a billion labeled “emergency relief”; neither 
does it include nearly $650 million in reserves represent- 
ing the estimated loss on the holdings of the Commodity 
Credit Corporation as of June 30, 1953. Add the latter of 
these two items in, as certainly we must to obtain a realis- 
tic estimate of the cost to date of these programs, and 
we have well over $8 billion of taxpayers’ money laid 
out to support one element in the overall national economy 
—laid out obviously without any indication of any solu- 
tion of the basic difficulties by which American agricul- 
ture is faced, and laid out by a government which has 
set for itself the task of stabilizing the entire economy. 

But a closer look at some of these programs and their 
results is instructive. Take, for example, acreage allotment 
payments under the agricultural conservation program. 
These outlays ceased several years ago, and it is probably 
a good guess that the rank and file have long forgotten 
them. Yet beginning in 1937 and running through most of 
the war years, the costs of the activities of the Federal 
Government under this high-sounding title aggregated 
nearly $2.4 billion. There are a long list of expenditures 
under the general title of ‘““Removal of Surplus Agricul- 
tural Commodities,’ which beginning in 1936, and con- 
tinuing even unto the present day, had by June 30 last 
year cost nearly $1.6 billion. According to the latest fig- 
ures included in this study, they were still costing not 
very far from $75 million per year. 

’ Here we have the old food stamp plan standing the 
taxpayer some $262 million before it was discontinued 
during the early days of World War II. Gu‘right pur- 
chases for direct distribution as school lunches and in 
other ways still runs to around $57 million a year. It has 
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already cost us but a little short of $670 million. The so- 


called export program accounts for nearly $272 million 
and still runs several million a year. The cotton price 
adjustment program, which probably is now largely for- 
gotten since no payments have been made since 1940, 
cost us over $171 million before it came to an end. Ad- 
ministrative expense for all this group of activities alone 
came of itself to over $60 million. 


More Costs 
Another group of direct outlays totaled about $1.7 
billion, a number of which have now been discontinued 
and quite possibly forgetten-by many who now look with 
a tolerant eye upon the very ambitious plans of the politi- 
cally minded Federal Government. Here we have the $1.4 
billion laid out under the Agricultural Adjustment Act of 


1933 and of the Act of 1936. 


Parity payments under the 


Act of 1938 ran to approximately a billion dollars before 
they came to an end in 1945. Then there was and is the 
International Wheat Agreement which during the fiscal 
years 1950 through 1953 cost us $558 million. 

Then there are the government corporations which in 
a certain-sense act as business enterprises. The Federal 


Crdp Insurance Corporation 
pocketbooks of the taxpayer 


has been a drain on the 
in the amount of over $162 


million, and is still adding to its cost. The so-called re- 
volving fund under the Agricultural Marketing Act has 
run up charges of some $397 million. The Commodity 
Credit Corporation had by June 30, 1953 cost over $1.7 
billion net, including reserves of $637 million against ob- 


vious losses on inventory. 


Unrecorded Burdens 


These figures, for what 


they may be worth, are, of 


course, costs which could be taken from the books of the 
various agencies and the Treasury if these accounts had 
been kept as any good business enterprise would keep 
its books. They may or may not have left out items which 
should be included in such a summation. They most cer- 
tainly omit very large costs which could never be obtained 
from the records — even if they had been meticulously 
kept for the purpose of keeping track of costs. These costs 
are real enough, though. They consist of the loss to the 
nation involved in the misapplication of resources result- 
ing from arbitrary subsidies and the like. No one can 
know how enormous such burdens are, but no one can 
doubt that they dwarf all figures that could be taken from 


the accounts of any concern. 


To Build Electric Generating Atomic Reactor 


Speaking at the American Power 
Con‘erence in Chicago, Ill. on 
March 26, A. C. Monteith, Vice- 
President in charge of engineering 
of the West- F 
inghouse Elec- 
trie Corp., re- 
veaied that his 
company, un- 
der the aus- 
pices of the 
Atomic--Ener- 
Zy Commis- 
sion, is in the 
course of pro- 
ducing a full 
scale electric 
generating 
station reac- 
tor, which is 
expected to 
become a real- 
ity within four years. Regarding 
this project, Mr. Monteith stated: 

“The Atomic Energy Commis- 
sion has asked Westinghouse to 
develop aé full-scale generating 
station reactor—for a plant pro- 
ducing at least 60,000 kilowatts of 
electric power. This is much 
larger than the power output of 
the submarine “Nautilus.” We ex- 
pect the new plant—the nation’s 
first industrial power plant — to 
become a reality within four years. 

“The designed gross heat output 
will be 900,000,000 BTU’s per 
hour. The design may be con- 
servative and may ultimately en- 
able a greater heat output. The 
reactor plant will produce steam 


at approximately 600 psia satur- 
ated. Since this is a reactor of a 
mew design, neither its continuity 
of operation nor its actual heat 
output, at least during the initial 
phase of operation, can be guar- 


A. C. Monteith 





anteed. However, it is of an in- 
herently stable type. 

“l'tiie Commission has instructed 
us to design this reactor for con- 
struction at the least possible cost. 
Here we are not tied to the space, 
weight, and ruggedness limitations 
imposed by a naval combat vessel. 
Thus, there are many opportuni- 
ties to save dollars. From a gen- 
erating station standpoint, never- 
theless, the cost may be high. It 
will include unusual building and 
site expenses, resulting from safety 
requirements. These requirements, 
in turn, are stiff because we want 
to see the reactor tested under 
severe conditions. 

“In other words, the project will 
demonstrate that an atomic power 
plant can operate safely—so safely 
that successor plants may be lo- 
cated as close to centers of popu- 
lation as ordinary plants. 

“For reasons such as this, it 
seems unlikely that the first atom- 
ic plant will compete commerci- 
ally with fossil fuel plants — at 
least in the United States, where 


the price of coal is low. Let me 
remind you. however, that cost 
forecasting in the industrial power 
reactor field is guesswork. We can 
never establish the real cost of 
the first plant until we build it 
and find out. Neither can we re- 
duce this cost until a full-scale 
plant is an operating reality. The 
building and operating of a plant 
of this size should yield more 
realistic technical and economic 
data than could be obtained from 
a smaller plant. The nation must 
learn by building. 


“TIT cannot emphasize too strong- 
ly that developing a reactor plant 
remains difficult and expensive. 
Research and development — this 
is the hard phase and the more 





costly phase. When you think of 
atomic power prospects as they 
stand today, we hove you will di- 
rect your main attention—not to 
construction, the relatively easy 
part—but to the difficult part, re- 
search and development. 
“However, the real issue is not 
whether atomic energy is or ever 
will be cheaper than energy de- 
rived-from fossil fuels. That is to 
a degree beside the point. We 
really have no choice. Regardless 
of comparative costs, we are com- 
pelied to develop some new source 
of - mmercially, if we 
continuevtthe’ present phenomenal 
rate of increase in the use of 
energy. With present technical 
developments, that source appar- 
ently is going to be the atom. 
the energy books, to close the 
There is no other way to balance 
widening gap between what we 
have and what we need. We owe 
it to ourselves and to our children 





HIGHLIGHTS OF 58TH ANNUAL REPORT: 1953 | 


Tue PRESIDENT'S LETTER... 


period.” 


“At the very apex of the nation-wide expansion of 
economic activity— population growth, home building, 
industrial and commercial plant expansion, etc.—is the 


“The year 1953 added an- 
other to the longest series of boom years in United 
States history and another record year in volume and 
growth of business of Southern California Edison Com- 
pany .. . However, it is only by putting these figures 
in the perspective of a number of years that we can 
comprehend the significance of the expansion of eco- 
nomic activity in the territory which we serve... With 
the ending of World War Il, the United States responded 
to pent-up domestic demand for goods, to the inflation, 
and to the expenditures made in pursuit of our role of 
leadership in the postwar world. The result was the 
most concentrated, explosive forward thrust of economic 
expansion ever made by any country in a similar 


to push as far as possible down 
the road toward practical use of 
atomic energy. 


“Atomic powered generation 
will find application on utility 
systems in an orderly fashion. 
Present equipment will not be ob- 
solete except as it becomes eco- 
nomically advisable to retire it. 


“Regardless of the heat source, 
power systems will still need tur- 
bines, generators and transform- 
ers. The energy produced by 
means of this new heat source will 
go out over the nation’s power 
lines in the same way it does now. 


“Our ability as a nation to lead 
and to strengthen our allies de- 
pends on our techniques and pro- 
duction. These, in turn, depend 
absolutely on our ability to’ pro- 
duce power and to continue pro- 
ducing it. 

“To do that, we must do two 
things. We must lead the world 


ie ee 
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in developing new reserves of 
energy and, at the same time, con- * 
tinue to lead in the design and 
use of conventional machines that 
for many years will bear the brunt 
of power load. 

“We have heard much talk 
about how atomic weapons threat- 
en to propel the human race back- 
ward into a new caveman era. It 
is seldom pointed out, however, 
that accelerating depletion of our 
conventional energy resefves, 
combined with almost explosive 
population growth, contain the 
self-same threat. We can sink into 
primitivism through exhaustion of 
power sources as well as through 
war. The atom — used construc- 
tively, used for power—gives us 
our opportunity to substitute vast 
new energy for vanishing fossil 
fuels, and thereby to realize ever- 
faster, ever-greater progress.” 
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REVENUE AND EXPENSES... Gross 
revenve was $141,509,755, an increase 
of $14,239,651 or 11.2% over 1952. Net 
income was $21,872,010 and earnings for 
common were $16,211,037, equivalent to 
$2.56 per share of common stock after all 
charges, including preferred and prefer- 
om dividends, compared with $3.21 in 
1952. 


GROWTH ...A new record of 74,695 
meters were connected in 1953, compared 
with 58,343 in 1952. Total of 319,812 
new customers for the period 1949-1953 
inclusive headed the list of electric utility 
companies in the nation. 


RATES .. . Hearings before the California 


Public Utilities Commission on the Com- 
pany'’s application for rate increase to 
prov i d | reve $s equiv- 





alent to approximately 6% rate on an 
undepreciated book 


-cost rate base have 


been in progress since June 10, 1953. 


FINANCING . . . 500,000 shares of com- 
mon stock were sold for $18,540,000 in 
January 1953 and $30,000,000 of 354% 
First and Refunding Mortgage Bonds, Due 
1978 were sold in September 1953. Ap- 


o9 proximately $51,000,000 of additional 
area served by your company... new capital will be required in 1954. 


*. ,., Our plant expansion is dictated by the com- 
munity which we serve. We must serve all who comply 
with the required rules and regulations and pay the 
approved rates, and we must keep ahead of demand. 
We have proceeded with as much caution as possible, 
but there has been no period in these past several years 
when it seemed possible, without undue risk of inade- 
quate plant, to halt our large construction program.”’ 


CONDENSED CONSOLIDATED BALANCE SHEET 


LIABILITIES 
Stated Capital and Surplus 
Bonded Indebtedness 


ASSETS 


Electric Plant > & & 6 
Investments and Other Assets . 


Current Assets . 
Deferred Charges. 
Capital Stock Expense 


TOTAL ASSETS. 


WE Wullbrsdorg 


PRESIDENT 


December 31,1953 


$769,214,447 
9,459,803 
49,305,074 
3,506,501 
2,899,551 


$834,385,376 


Current Liabilities 





Depreciation Reserve — 
Other Reserves and Liabilities . 


TOTAL LIABILITIES . 


PLANT EXPANSION ... Net plant in- 
vestment of $769,214,447 increased $63, - 
610,524 in 1953 compared with $60,905,- 
084 in 1952. Etiwanda Steam Station, 
with 250,000 kw generating capacity was 
completed in 1953 and Redondo No. 2 
steam plant with one 156,000 kw gener- 
ating unit is scheduled for operation in 
October 
156,000 kw generating unit at El Segundo 
was started in October 1953 and is 
scheduled for operation in July 1955. 


GENERATION . . . Total ovtput was 
10,275 million kwh, up 8.6% over 1952. 
System peck demand was 1,886,400 kw, 
an increase of 8.9% over 1952. 


1954. Construction of a new 


$333,953,364 
298,000,000 
51,843,136 
138,325,047 
12,263,829 


$834,385,376 
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The Favorite Fifty 


AN ANALYSIS SHOWING, BY DOLLAR VALUE, 
TIVE STANDING OF THESE STOCKS SINCE 1949. 


ible assets of about $5.5 billion—have b2en compiled in 
ITE FIFTY. 


Stocks owned by less than fifteen Investment Trusts 


TS ret © ores 


ing about 25% of the total assets of all the Trusts. 


RANK BY DOLLAR VALUE————— 


~_- 





Mec. 3 Dec. 31 Dec. 31 Dec. 31 Dec. 31 
4949 ‘ 1950 1951 1952 1953 STOCK — ( 
2 3 1 1 1 Amerada Petroleum Corp. 
7 11 15 14 2 Du Pont (E. L.) de Nemours & Co. 
12 10 9 6 3 General Electric Company 
3 1 5 4 4 International Paper Company 
yg 7 2 2 5 Standard Oil Company (N. J.) 
5 5 6 6 6 Toe Texas Company 
17 8 7 5 7 Goodrich (B. F.: Company 
4 2 4 3 8 Continenta! Oi! Company 
24 9 10 9 9 Standard Oi! Co. of California 
19 15 12 12 10 Union Carbide & Carbon Corp 
15 17 14 ll li Westinghouse Electric Corp 
i 4 3 7 12 Gulf Oil Corporation 
6 20 31 10 13 Genera! Motors Corporstion 
21 22 20 19 14 United Gas Corporation 
rs 26 15 General Public Utilities Corp 
16 6 8 13 16 Kennecott Copver Corporation 
aes 27 42 18 17 Ach.son, Topeka & Santa Fe Ry. Co 
_ 46 33 18 Shell Oil Company 
13 16 21 21 19 Sears, Roebuck & Company 
a 27 27 20 Aluminum Company of Canada, Ltd 
11 1 16 15 21 Phi lips Petroleum Ccmpany 
25 33 40 32 22 Int'l] Business Machines Corp 
35 2 13 17 23 Dow Chemical Company 
oa 50 24 National Lead Company 
22 28 29 23 25 Middle South Utilities, Inc 
26 45 35 3d 26 Central & Southwest Corp 
. 26 22 24 27 Bethlehem Steel Corporation 
39 42 36 30 23 Niagara Mohaw Power Corp 
ants we . 43 29 Texas Utilities Company 
36 49 LJ Ohio Oil Company (Ohio) 
_— — 4 41 3 American Tel. & Tel. Company 
37 34 zd 32 Sccony-Vacuum Oil Company 
20 38 26 25 33 American Gas & Electric Co 
32 465 Sa American Tobacco Company 
43 “ 41 31 35 Panhandle Eastern Pipe Line Co 
41 19 ll 29 36 Monsanto Chemical Company 
Bs 3 44 37 Southern Company 
d 50 38 Goodyear Tire & Rubber Co 
_ 329 Reynolds (R. J.) Tob. Co. (N. J.) ‘B’ 
48 25 20 40 Southern Pacific Company 
» 42 41 Seaboard Air Line Railroad Co * 
23 12 18 22 42 Standard Oi! Company (Indiana) _-_ 
- . 34 43 Firestone Tire & Rubber Co. 4 
28 34 ; 44 Louisiana Land & Exp.oration Co... 
ed oe 45 American Can Company 
ow ~ 46 Minnesota Mining & Mfg. Co. 
mal , 47 Consol. Edison Co. of N. Y., Inc... 
36 49 a in 43 Amevican Natural Gas Co.___-- 
42 eves — 49 Allied Chemical & Dye Corp.- : 
_ -- — 38 50 Illinois Central Railroad Company- 


SOURCE: Vickers 


THE LISTED STOCKS 


MOST POPULAR WITH PROFESSIONAL MANAGEMENT, AND THE RELA- 


The holdings of 50 Closed-end Trusts and over 125 Mutual Funds—with invest- 


order to get the FAVOR- 


and individual blocks of 


stock held for control, or what appears to be a similar purpose, have been omitted. 
The market value of the FAVORITE FIFTY is about $1.4 billion . 


. . represent- 


Percent of 

s No. of Number Outstdg. 

Value Trusts Shs. Held Stk. Held 

millions ) Hold’g (thousands) by Trusts 
81.6 31 495 15.63 
52.8 72 492 1.08 
§2.6 76 601 2.08 
49.4 62 878 8.97 
48.1 72 658 1.10 
40.4 55 701 2.55 
40.4 49 §25 12.54 
39.0 64 749 7.69 
36.8 60 696 2.43 
36.5 73 41 1.70 
35.6 73 699 4.43 
35.2 57 762 3.07 
33.4 67 561 0.64 
30.6 53 1101 8.54 
29.2 49 1006 11.05 
22.7 690 447 4.13 
28.3 45 301 6.20 
28.1 45 266 2.66 
25.3 37 409 1.69 
25.2 43 §22 5.79 
25.1 61 45) 3.22 
24.5 31 9) 3.03 
24.3 59 637 2.61 
24.3 39 630 5.53 
240 59 890 12.50 
23.7 55 1010 11.10 
23.5 48 475 4.93 
aa.0 s9 833 7.25 
22.7 33 470 8.32 
22.5 54 418 6.37 
22.2 47 142 0.54 
22.1 56 622 1.73 
21.5 44 621 484 
21.4 39 348 5.33 
21.3 30 395 9.02 
21.1 47 256 4.87 
20.7 41 1285 7.10 
20.0 34 371 8.21 
19.9 34 504 5.36 
19.8 41 540 5.96 
18.9 33 440 18.04 
18.8 35 274 1.7% 
18.4 26 233 7.18 
18.1 24 352 11.84 
17.6 34 445 4.09 
17.5 32 391 3.66 
17.3 34 422 3.10 
17.0 39 417 11.33 
16.8 23 229 2.59 
16.8 24 219 16.12 
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Common Stocks for 
The Individual Investor 


“wned shares of publicly held 
<ompanies. However, when we 
<onsider that over half of the fam- 
flies with incomes of $10,000 or 
‘more are share owners the figures 
ure not so bad, but they indeed 
are bad enough. 


Steasons for Limited Ownership 
of Common Stocks 
Reasons for the public’s limited 
#wnership of commons are many, 
ut I believe the chief ones are, 
first, the severe losses which many 


stocks it is right there to look at 
and this obscures the true situa- 
tion if one is thinking in terms 
of basic values and growth trends. 


Since this forum is designed to 
be of practical value I would like 
to ask why buy common stocks at 
all inasmuch as their selection 
and management presents so 
many problems? First, let me say 
that there are only two import- 
ant reasons why people do buy 
stocks. They are (1) the desire 
for profit-value appreciation and 


people incurred in 1929-32 and the (2) desire for income. Curi- 
again in 1937-38, and, secondly, % o 
fhe fact that common stocks for oumy enue cuy 5h of oem 


buyers say that they are inter- 
ested in the “inflation hedge” con- 
cept per se, although inflation may 
subconsciously dictate their choice. 


investment have been very poorly 
#nerchandised. In fact, except for 
the modern selling campaigns of 
the mutual funds and employee 
#tock purchase plans they have 
jhardly been merchandised at all. 

Recently, the New York Stock 
#xchange has undertaken a na- 
fional c@mmon stock sales cam- 
@aign through its Monthly Invest- 
snent Plan which is a very en- 
<ouraging development. This pro- 
enctional effort will not only be 
@roductive of direct sales under 
adhe Plan, but will result in indi- 
wect sales. Doubtless, it will help 
Zurther the sale of mutual funds 
amd vice versa. I would expect 
dhe family ownership figures on 
©ommon stocks to look quite dif- return not 45% to 5% but only 
Perent over the next few years. 2.8% and high-grade preferreds 


The happy investor is one who yield only a little over 4%. In 


is © ce gel. ple ponerse thet other words, the stock-bond yield 
gtecks are assets with fluctuating SPTC@4 of 230 basis points today is 
@narket value. Depreciation in certainly worth a great deal of 


bond principal is hidden, but in thought, particularly with income 


The Income Incentive 

Let us first turn to the individ- 
ual buyer whose chief interest is 
income. If we look back to earlier 
periods such as the mid-1920’s we 
find that the income-minded stock 
buyer today is incomparably bet- 
ter off. In those years he could 
buy AAA corporate bonds which 
returned him 45% to 5%, and 
Figh-grade preferreds which 
yielded 5.5%, while commons gave 
him only about 5%. But today, 
industrial commons still give him 
5% plus, while AAA corporates 


tax rates beginning to decline and 
with the possibility of a dividend 
credit being enacted into law. 
This dividend credit, by the way, 
in its second year would raise 
“take home dividend pay” by as 
much as 20% on joint returns for 
some investors, a fact which 
strengthens further the income 
argument for buying commons. 

The capital appreciation objec- 
tive, on the other hand, is related 
more clearly to the future and 
hence is less predictable. I do not 
feel that we are in a “new era” 
in the 1929 sense of the word, but 
we are in a new era insofar as 
money management is concerned. 
We have a flexible monetary pol- 
icy, but the vested interests in 
easy money have become too num- 
erous to make it politically feasi- 
ble to “flex” the money supply 
but one way for very long as the 
early 1953 experience demon- 
strated. 

Thus if we consider the impli- 
cation of our monetary policy in 
practice (not theory), the good 
growth rate of American industry 
(5% annual average in the past 
decade), the stock-bond yield 
spread of 230 basis points and the 
downward trend of income taxes, 
we have a pretty solid background 
for being interested in common 
stocks for both income and ap- 
preciation. 


Common Stocks Still Statistically 
Attractive 

At this time, however, some 
stocks are in a fairly high, old 
dollar price area, but on average 
commons are still statistically at- 
tractive in terms of price x earn- 
ings and book value, and compar- 
atively quite attractive in terms 
of yield, as noted. The stock mar- 
ket could be temporarily vulner- 
able because blue chip stocks in 
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Well Said, Senator! 


“ * * * for nearly a quarter of a century, with 
only temporary cutbacks * * * there has been con- 
tinual increase in the size, scope, and cost of gov- 


~ 


ernment 


ing suit. 





Harry F. Byrd 


ernment, 
financing and debt. 
“In this period the Federal Gov- ‘ 


“Long- 
vance for huge multiyear pro- 


tax assessments, deficit 


has been on a deficit fi- ' 


nancing basis for 20 of the last 
23 years, 
depression, World War, post-war, 
Korean War, and now post-Korea. i 
And the end is not in sight. State 
and local governments are follow- 


through depression, post- 


a * Be 


term commitments in ad- 


grams and projects have placed 


the rate of annual expenditure by the Federal Gov- 
ernment virtually beyond control. 
states and localities appear to be following suit. 


ve 
se 
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Here again the 
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“In this impasse the Federal Government is talk- 
ing about returning functions to states and loeali- 


ties. The states and localities are saying: th 
not meet the additional expense until the Federal 
Government relieves their tax sources of _ dual 
assessment. Those who would hide from the reality of 
the situation are proposing budgetary legerdemain 
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which they call ‘cash budget,’ ‘Ruml Plan,’ etc. } 
“If we have more government than we can pay 


for, or if we have more than we are willing to pay 
for, there is only one way to reduce it. That is, to 


reduce it, not shift it.’—-Senator Harry F. Byrd in 
The Annals of the American Academy of Political 
and Social Science, March, 1954 issue. 


There are evidently all too few Byrds in the 
Senate—and, we are afraid, in the country. 





particular have made large gains 
in recent months. Still, I believe 
the average investor should have 
at least 60% of his investment 
fund in commons with reserve 
buying power (i.e. savings bank 
deposits), sufficient to bring this 
stock ratio as high as 80%, per- 
haps sometime during 1954. If he 
is in a very high tax bracket, 50% 
or more, these ratios should be 
lowered in favor of municipal 
bonds, but his buying reserve 
should still be more liquid than 
municipals. And for liquidity and 
yield combined the savings bank 
is hard to beat. 

I believe it is very important 
that our individual investor de- 
velops (if he does not already pos- 
sess it) a willingness to employ 
this buying reserve at strategic 
times—to keep on buying com- 
mons, or dollar averaging, as it is 
sometimes called. This concept 
is simple enough, but remember 
that in 1949 only 2% of those per- 
sons covered in the Federal Re- 
serve System survey sample fav- 
ored commons, but in 1953 with 
the stock market over 100 points 
higher and yields lower, four and 
a half times as many people liked 
them! Since personal incomes 
gained nothing even resembling 
four and a half times, this psycho- 
logical phenomenon must be rec- 
ognized as a severe handicap to 
investment success and we in the 
investment business must do all 
we can to counteract it. 


Investment Purchase Timing 

This reference logically brings 
up the matter of investment pur- 
chase timing which I have only 
partly answered by referring to 
a buying reserve and dollar aver- 
aging. It seems to me, however, 
that the old axiom of buying 
bonds when business activity is 
high and switching to stocks in a 
recession has not worked out well 
for quite a long while. And al- 
though many people have spent 
much of the past eight years try- 








ing to tie the FRB production in- 
dex to their stock purchase pro- 
grams they would have obtained 
better results by studying indi- 
vidual values. And if they felt 
required to be economists then 
they should have watched such 
money supply series as demand 
deposits and money in circulation 
as well as changes in the reserve 
requirements of member banks. 

I believe that most of us attend- 
ing this forum are interested in 
building up our capital during our 
good earning years rather than 
getting the last dollar of income. 
This means we should own, or 
buy and keep growth stocks, but 
not necessarily all stocks with the 
greatest degree of past growth. It 
is possible, however, to get a 
fairly good return from a diver- 
sified list of top quality stocks in 
such industries as chemical, ethi- 
cal drug, television, natural gas, 
synthetic fibre, electric utility, 
paper and electrical equipment to 
name a few. If we are willing to 
include a few industries of slower 
growth and mix in one or two 
speculative income stocks, yields 
can be raised and one can still 
stay with quality. However, the 
matter of an individual’s account 
diversification and yield is purely 
a mechanical affair, but I find it 
difficult to think in terms of real 
growth and above-average yields 
and I don’t think one should try 
to combine them. 


While I do not have time for 
details, I have prepared three lists 
which include common stocks of 
industries of well above-average 
growth. The first list returns 
4.2%, the second list 4.4% and the 
third list 53%. I have used 15 
stocks in each list which I think 
is ample diversification because 
many of these compafifés cover 
several industries—more than 30 
of them in all and most of the 
companies are. top names. I might 
add that it is possible to raise this 
yield to 6% without stretching 
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quality too far. I commend a sim- Auto, Tractor & Miscellaneous 


ilar approach to your attention in 
handling your personal invest- 
ment programs if you are truly 
interested in long-term results. 
The following tabulations show 
average yields for the lists as a 
whole and yields for each siock 
at the time they were compiled: 


List I 
Industry (Yield 4.2%) 
Natural Gas 
United Gas Corp. 4.5% 
Oil & Gas 
Phillips 4.4% 


Chemical & Syn. Fibers 
duPont 3.5% 
Victor 4.2% 
Air Conditioning 
Carrier Corp. 3.5% 
Television 
CBS or Motorola 4.0% 
Ethical Drug 
Smith, Kline & Fr. 4.7% 
Metal 
Aluminium, Ltd. 3.8% 
Electrical Equipment 
General Electric 4.0% 
Paper 
Scott 4.0% 
Electric Utilities 
Consumers Power 5.3% 
Sulphur 
Texas Gulf 5.8% 
Cement 
Lone Star 5.6% 
Glass Fibers 
Owens Corning 1.8% 
Rubber 
Goodrich 3.7% 
List II 
Industry (Yield 4.46%) 
Natural Gas 
United Gas Corp. 4.5% 
Oil & Gas 
Socony Vacuum 5.6% 
Chemical & Syn. Fibers 
duPont 3.5% 
Monsanto 3.0% 
Air Conditioning 
Carrier 3.5% 
Television 
CBS or Motorola 4.0% 
Ethical Drug 
Smith, Kline & Fr. 4.7% 
Metal 
Aluminium, Ltd. 3.8% 
Electrical Equipment 
General Electric 4.0% 
Paper 
Crown, Zellerbach 4.4% 
Fertilizer 
International Minerals or 
Tennessee Corp. 5.0% 
Electric Utilities 
W. Penn Electric 5.8% 
Sulphur 
Texas Gulf 5.8% 
Cement 
Lone Star 5.6% 
Auto, Tractor & Miscellaneous 
Armstrong Cork 5.4% 


List 1 
Industry (Yield 5.2%) 
Natural Gas 
United Gas Corp. 4.5% 


Oil & Gas 

Socony Vacuum 5.6% 
Chemical & Syn. Fibers 

duPont 3.5% 

Victor 4.2% 
Television 

CBS or Motorola 4.0% 


Ethical Drug 
Smith, Kline & Fr. 4.7% 


Metal 
Aluminium, Ltd. 3.8% 


Electrical Eauinment 
Square D 6.6% 
Fertilizer 
International Minerals or 
Tennessee Corp. 5.0% 
Publishing 
Time, Inc. 6.6% 
Sulphur 
Texas Gulf 5.8% 


Cement 
Lone Star 


Rubber 
Goodyear 5.1% 


5.6% 


General Motors 6.4% 
Allis Chalmers 8.0% 


Other Suggestions of Varying 
Degrees of Growth: 


Yield 
PDL PEs Siagk: 3.3% 
eR ge a SS 4.0 
Procter & Gamble_... 3.8 
Panhandle Pipe ------ 3.3 
Sunshine Biscuit —-__- 5.1 
Hooker Electric ____-- 3.5 


With Alm, Kane, Rogers 


(Special to Tue Financial CHRONICLE) 


CHICAGO, Ill. — John G. Mc- 


Givern has joined the staff of 


Alm, 
South La Salle Street. 





Kane, Rogers & Co., 39 


Bankers Offer San 
Diego Gas & El. Bds. 


Salomon Bros. & Hutzler and 
associates yesterday (March 31) 
offered $17,000,000 San Diego Gas 
& Electric Co. 2%% first mort- 
gage bonds, series E, due 1984 at 
$8.90% and accrued interest, to 
yield 2.93%. The group won 
award of the bonds at competitive 
sale on Tuesday on its bid of 
98.357 %. 

Net proceeds from the sale of 
the bonds will be used to retire 
$9,000,000 principal amount of 
bank-loan notes which were used 
to finance in part the company’s 


construction program and to reim- 
burse the company for certain ex- 
penditures for the acquisition of 
property or for the construction, 
completion, extension or improve- 
ment of its facilities. 


The new bonds will be redeem- 
able at prices ranging downward 
from 101.90% to par. 


San Diego Gas & Electric Co. 
is an operating public utility en- 
gaged in the business of generat- 
ing, purchasing and selling elec- 
tric energy in San Diego County 
and in a portion of the southern 
part of Orange County, Calif.; and 
of purchasing natural gas at 
wholesale and distributing and 
selling gas at retail in the City of 
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San Diego and other communities 
in western San Diego County. 

For the year ended Dec. 31, 1952 
the company had 226,304 electrie 
and 179,924 gas customers and re— 
ported net income of $4,628,00@ 
versus $4,581,000 for 1952. 

Other members of the offering 
group are Dick & Merle-Smith; 
Equitable Securities Corp.; Weed— 
en & Co.; Stroud & Co., Inc.; The 
Milwaukee Co.; and Tucker, An 
thony & Co, 


With King Merritt 
(Special to Tue Financia, CHRONICLE) 
BATON ROUGE, La.—Charles 
W. Tschirn is now affiliated with 
King Merritt & Co., Inc. 


———————____— . 


~— Fillman Lneorporated © 


SUMMARY OF RESULTS — 1953 ANNUAL REPORT* 


Net Income Before Taxes 
Taxes on Income 

Net Income After Taxes 
Dividends Declared 
Working Capital 


Net Worth 





19 5 3 19 9-2 
eS. eee 

Total Per Share Total Per Share 
$ 30,840,460 $14.07 $ 23,996,147 $10.95 
19,839,000 9.05 14,115,332 6.44 
11,001,460 5.02 9,880,815 4.51 
8,768,000 4.00 6,576,000 3.00 
114,352,972 52.17 113,039,084 51.57 
134,743,589 61.47 132,510,129 60.45 











Pre-tax profit per share, at $14.07, reached the highest level in the Corporation's 


history. Profits of each subsidiary company in 1953 were higher than in 1952. Pull- 


dated earnings, and Trailmobile for 20%. 


man-Standard and Kellogg each accounted for approximately 40% of the consoli- 


The present diversified character of the Corporation’s interests should enable it to 











Copies of the 1953 annual report may be obtained by writing to the 


Corporation, at 100 West Tenth Street, Wilmington 99, Delaware, 


make satisfactory adjustments to normal fluctuations in general business activity. 


PULLMAN-STANDARD CAR MANUFACTURING COMPANY 


Designer and largest builder of railroad freight and passenger cars. 


THE M. W. KELLOGG COMPANY 
Designer and leading builder of oil and chemical processing plants; fab- 


ricator of piping, pressure vessels, heat exchangers; producer of chemical 


materials including fluorocarbon plastics. 


TRAILMOBILE INC. 


Designer and second largest builder of highway truck trailers of all types; 


servicing truck trailers through nation wide system of factory branches. 


87 Consecutive Years of Ouarterly Cash Dividends 
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Securities 

















| Railroad 


Comparative Transportation Ratios of Class I Roads 


Railroad analysts are continually stressing the fact that selec- 
tivity is essential in appraising railroad securities and the pros- 


pects for the individual railroad properties. 


is in their ability to control costs. 


It is impossible to 
group all railroads together as one single investment problem. 
One of the respects in which the individual railroads vary widely 
Virtually all railroads have 
spent heavily on property improvements and for new equipmen* 
in the postwar years. In part these expenditures have been made 
with a view toward givirg shippers better service, but the major 
motivating factor has been an attempt to offset the impact of 
steadily rising wage rates and increases in the price of fuel and 


other materials. Not all railroads have been equally successful in 


meeting the cost problem. 


One of the best measures of the progress of individual man- 


agements is found in the trend of transportation ratios. The trans- 
portation ratio represents the proportion of each revenue dollar 
spent to actually move and handle the traffic. These costs can not, 
as can maintenance outlays, be inflated or skimped at management 


whim. 


In the tabulation below we show for 45 major carriers, 


and for the industry as a whole, the transportation ratios for the 
last four years, and the point change between 1953 and 1952, 


Transportation Ratios 


1956 1951 1952 1953 

Atchison, Topeke & Santa Fe 30.2% 33.3%% 31.1 30.7 
Atlantic Coast Line 38.0 36.8 34.7 36.9 
Baltimore & Ohio 40.2 39.8 39.4 38.5 
Boston & Maine 41.2 42.7 41.7 41.9 
Central of Georgia 44.3 43.5 409 38.6 
¥ Central RR. of New Jersey 41.9 44.0 42.0 41.0 
Chesapeake & Ohio 32.1 32.9 31.5 31.5 
Chicago, Burlington & Quincy 33.0 35.1 35.2 35.2 
Chicago & Eastern Ulinois 36.8 37.9 35.9 35.9 
Chicago Great Wester 30.6 33.2 31.4 30.4 
Chicago, Mil., St. Paul & Pac 40.9 42.4 40.6 39.9 
Chicago & North Western 444 46.4 45.7 44.2 
Chicago, Rock Island & Pacific 36.5 38.8 35.9 34.5 
Delaware & Hudson : 38.1 37.8 364 35.0 
Del., Lackawanna & Western 43.8 44.9 42.5 42.6 
Denver & Rio Grande Western 34.0 32.0 31.9 29.5 
Erie 39.5 40.7 40 8 39.6 
Great Northcrn 33.5 35.2 33 32.1 
Gulf, Mobile & Ohio 30.1 29.5 28.6 28.6 
Dilinois Central 35.3 36.8 35.3 34.5 
Kansas City Southern . 28.9 30.0 29.1 28.9 
Lehigh Valley 40.0 38.8 38.9 39.3 
Louisville & Nashville 318 36.6 35.5 33.3 
Minn., St. Paul & 8S. S. Marie 39.7 39.6 39.2 39.5 
Missouri-Kansas-Texas 35.6 37.6 34.6 34.6 
Missouri Pacific 35.7 38.1 35.7 36.5 
New Orleans, Téxas & Mexico 32.2 33.4 31.8 32.6 
New York Central 44.2 46.1 43.5 42.4 
New York, Chicago & St. Louis 32.6 35.3 34.7 34.3 
N. Y., New Haven & Hartlord 41.0 42.5 42.2 42.2 
Norfolk & Western 29.9 29.6 29.8 30.4 
Northern Pacific 34.6 37.8 38.0 38.1 
Pennsy!vania 41.8 43.8 43.2 41.8 
Reading 39.0 39.4 38.1 36.9 
St. Louis-San Francisco 35.5 36.7 34.7 35.2 
St. Louis Southwestern 29 8 20.9 27.1 27.2 
Seaboard Air Line 34.0 34.0 32.0 31.8 
Southern Pacific 36.3 38.7 37.0 37.2 
Southern Railway a 34.3 34.6 32.6 30.7 
Texas & Pacific 33.2 33 31 31.1 
Union Pacific 33.4 36.0 35.6 35.8 
Virginian 22.8 22.0 23.4 25.5 
Wabash 40.1 41.2 40.3 40.4 
Western Maryland 30.2 31.5 31.6 28.4 
Western Pacific 28.3 27.7 29.0 28.1 
CLASS I ROADS AS A GROUP 36.9 48.3 36.9 36.4 


1953 vs 


Change 
(in points 
1952 
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Despite the downturn in business that started last summer, it 
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PUBLIC AUCTIO} 
MORTGAGES 


On Metropolitan Area Real Estate 


to be held periodically 


First Auction will be held 


TUES. APRIL 6, 1:5 P.M. 
HOTEL ROOSEVELT © Small Ballroom 


45th St. and Madison Ave. 





will be noted that for the industry as a whole there was a modest 


=== Send for detailed list of offerings q— 


We invite offerings of your mortgages for sale. Phone for details. 


Auctioneers: Fred Berger + Nat Krefetz 


New York Morteacee Excuance. 


INC. 


115 BROADWAY * NEW YORK 6,N. Y. 
REctor 2-8150 





is a subsidiary of 





NEW YORK MORTGAGEE EXCHANGE, INC. 


Lawvers Morteace & Tite Co. wey.) 








further cut in the transportation ratio to 36.3%. 
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Of the roads 


covered in the list, 23 were able to cut their ratios also, there 


were six unchanged and 16 showed a year-to-year increase. 


Of 


those that were able to cut their ratios, Western Maryland made 
the best relative showing with a reduction of 3.2 points to well 


below 30%. 


There were three other companies, Central of Georgia, 


Denver & Rio Grande Western, and Louisvilie & Nashville, tat 
cut their ratios by more than two points and Southern Railway 
was not far behind with a decline of 1.9 points to within striking 


distance of the magic 30% level. 


the increases were held to modest proportions. 


On the unfavorable side most of 
Exceptions were 


Atlantic Coast Line and Virginian, both of which reported rises 


of over two points. 


The wide variations in the actual ratios is also interesting. 
With the industry average at 36.3%, individual performances ran 
all the way from a low of 25.5% for Virginian to a high of 44.2% 
for Chicago & North Western. In addition to Virginian there were 


six other roads that had ratios below 30%. 


Significantly, four of 


these were in the west and one in the south The only eastern rep- 
resentative was Western Maryland. There were seven roads in 
addition to North Western that had transportation ratios above 
40%. All of these were eastern carriers and the group included tue 
two largest, New York Central and Pennsylvania. 


Continued from page 3 


What's Ahead in Television 
And Appliances? 


America want to buy this or that 
product, or will be content with 
what they already have, there can 
be no argument that they have 
the wherewithal to satisfy their 
desires if they want to or can be 
persuaded to do so. 

Now I would be the last one to 
predict that further growth and 
future progress are going to come 
about automatically and without 
a lot of hard work. Nothing could 
be farther from the truth. In 
postwar America, there has been 
all too much guessing about where 
the Federal Reserve Board index 
of production is going to be three 
or six months from now — and 
perhaps not enough attention has 
been given to the thought and ef- 
fort that different groups and in- 
dividuals are giving to stimulat- 
ing and enlarging their own part 
of the economy. 


The Outlook for Television 

The current view of the tele- 
vision industry in some financial 
circles may reflect this general 
attitude. I would remind you that 
television and in fact the appli- 
ance industry are promotional 
businesses. It is not just enough 
to engineer and produce a fine 
product. It is equally important 
to create the demand for the prod- 
uct through merchandising and 
advertising and point-of-sale in- 
formation, 

The leading companies in the 
field have been able to do this 
successfully over the years, and 
that is one of the principal rea- 
sons why the products of the in- 
dustry are so widely fused and en- 
joyed. 

If ever an industry has had to 
contend with a barrage of unfav- 
Oorable and misleading publicity 
over an extended period, it has 
been the television industry since 
the end of March a year ago. If 
there were time, I could cite one 
instance after another where the 
public was utterly confused and 
misinformed about color tele- 
vision and when it would be 
available, 

At frequent intervals all last 
year, people who wanted to make 
the headlines got up and solemnly 
announced that there would be 
“Color by Christmas.’ No wonder 
the public hesitated for a while 
in its buying of black-and-white 
sets, and certain companies re- 
sorted to drastic price cuts to 
move their merchandise. 

Looking back, the remarkable 
thing is that the business fared as 
well as it did and that the indus- 
try had its second best year with 
sales at the factory level of about 
6,750,000 receivers. Nothing I 


know of better demonstrates the 
inherent vitality of television and 
the value it offers. 

With the passage of time, a bet- 
ter sense of proportion has de- 
veloped. 


Demand for television 


receivers from the public, who 
have separated the wheat from 
the chaff of last year’s conversa- 
tions, is resulting in a very grati- 
fying volume of receiver business. 
Inventories are down to a good 
working basis, and it is even pos- 
sible that you will see some price 
increases as compared with the 
reductions of late 1953. 

There are several reasons for 
the tremendous appeal that tele- 
vision has for the American peo- 
ple. First of all, it opens up new 
vistas of entertainment and par- 
ticipation in the great events of 
the day that formerly were re- 
served for the rich or well-to-do. 
In the second place, through tech- 
nological advances and improved 
production techniques, the cost of 
a television receiver has been 
brought down very rapidly. When 
I spoke to you five years ago, a 
receiver with a seven-inch pic- 
ture tube providing 25 inches of 
vieWing area cost $200. Today our 
company and others are offering 
a 21-inch receiver with 250 square 
inches of picture area for $200. 
In other words, the customer is 
getting over nine times as much 
picture for his dollar; and the 
quality of that picture and the 
sensitivity of the receiver are in- 
comparably better than they were 
five years ago. In view of these 
facts, it is not surprising that 
countless families are beginning 
to replace their early sets with 
new, modern large-screen tele- 
vision receivers. 

There are now more than 350 
television stations on the air in the 
United States, and we can expect 
well over 100 new stations to be- 
gin operations this year. With 
more than 450 stations in service 
by the end of 1954, the demand 
for new receivers and replace- 
ments for obsolete, small-screen 
sets is bound to be heavy. If the 
general economy holds near cur- 
rent levels, and apparently the 
financial community is much more 
confident of that, it would not be 
surprising to see the industry seil 
more than 6,000,000 receivers — 
which would make 1954 one of the 
good volume years to date; and 
Iam not unwilling to tell you that 
Our Own company is planning and 
expecting to increase its share of 
this total business. 


Status of Color Television 

You are all probably wondering 
about the status of color television 
in view of the widespread pub- 
licity about it. In our judgment, 
there will be only a trickle of 
color television receivers on the 
market in 1954. These will be 
small screen sets only and will 
cost in the neighborhood of $1,000 
each. There will be only a few 
programs to be seen on these ex- 
pensive sets, so we seriously ques- 
tion if there will be a great de- 








demand for the ones that are 
avaliable. 

Present indications are there 
wil be only a limited production 
of coior sets in 1955 a:so, and it 
will probably be 1956 betore real 
volume production can be at- 
tained. This achievement itself 
would depend on new inventions 
to make possible a color tube that 
could provide a large-screen pic- 
ture which manufacturers would 
be able to produce in volume at 
reasonable cost and without ex- 
cessive shrinkage. 

Once color television is here on 
a large-scale basis, we believe that 
it will supplement  black-and- 
white television—not replace it. 
Color sets and broadcasts will al-- 
ways be much more expensive 
than black-and-white, and many 
programs will be just as good in 
monochrome as in color. Millions 
of black-and-white sets will con- 
tinue to be purchased and enjoyed 
by the public for years to come, 
sO black-and-white television will 
be the backbone of your television 
business and ours for quite some 
time to come. 


Outlook for the Appliance 
Industry 


While television has been so 
much in the public eye, and peo- 
ple generally are impressed with 
its rapid growth, notable progress 
has been made in the appliance 
field. Air conditioning in partic- 
ular has been growing with a 
speed that can only be compared 
to the early days of television. 

Seven years ago, the total room 
air-conditioner business was rep- 
resented by the sale of 43,000 
units with a retail value of $20 
million. That was a banner year 
at the time. 

Last year, the public bought 
about 800,000 room air condition- 
ers with a retail value of $325,- 
000,000. 

That is a phenomenal growth. 
There is a good reason behind 
these sales figures. It is simply 
the fact that the American people 
want to be cool and comfortable 
in the summertime just as they 
want to be warm and comfortable 
in the wintertime. It is equally 
important to realize the consum- 
ers did not come to the room air- 
conditioner industry with this de- 
sire. It was created for them by 
superb salesmanship on the part 
of the appliance industry. They 
saw the advantages of air condi- 
tioning in newspapers and maga- 
zines and on television, and they 
heard it over the radio as they 
sweltered in their homes on hot 
summer nights. This was no ac- 
cident. Nor was it an accident that 
they began to find themselves liv- 
ing in an air conditioned world 
outside their homes. They found 
it in their offices, their plants, In 
restaurants, in theatres, in hotels 
and motels. It became a new 
standard in the American way of 


life, no longer a luxury but an 
accepted and expected way of 
life. 


The growth of this industry has 
not leveled off. Philco believes 
that consumer sales this year will 
show an increase of 50°% or more 
and reach at least 1,250.000 room 
air conditioners with a retail value 
of $450,000,000 and that by 1956 
the sales at the consumer level 
will exceed 1,500,000 units and 
perhaps run well ahead of that 
total. Such a volume would repre- 
sent a retail business of at least 
$570,000,000, most of which would 
be financed through the credit in- 
stitutions of the country. 

Our own company, and I dare- 
say others, are doing a_number 
of things to even out the seasonal 
peaks and valleys of air condi- 
tioning and make it an all-year- 
round business. s 

For example, we have devel- 
oped the first air conditioners that 
cool in hot weather and heat in 
cold weather—on Thermo Cool 
air conditioners. 

These units were the first on 
the market to employ a reverse- 
cycle flow principle for the re- 
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frigerant. They contain no heat- 
ing coils but have a simple con- 
trol which reverses the refrig- 
erant in the system to utilize 
either its air-cooling or air-heat- 
ing function. In many parts of 
the country where temperatures 
drop to freezing, these new room 
air conditioners offer year-round 
comfort in one unit for the first 
time. 


Our company has _ interested 
thousands of dealers in going into 
air conditioning and doing a real 
merchandising and _ selling job. 
Any manufacturer who wants to 
make a real place for himself in 
the air-conditioning business must 
develop a loyal, well-trained 
group of dealers who will repre- 
sent him and his product all over 
the country. 


Sales to commercial buildings 
and other large users are being 
developed in the off-seasons to 
balance out the seasonal curve. 
Careful studies have been made 
of the cost of air conditioning a 
building with single-room units 
as compared with a central instal- 
lation, and the differential is strik- 
ing. For example, Philce supplied 
840 room air conditioners for the 
Gulf Oil Building in Pittsburgh: 
To do this job with a central in- 
stallation would have cost be- 
tween $1.500,000 and $2.000.000 as 
compared with about $332,000 for 
the room units—with the further 
advantage that the cooling ca- 
pacity is not used if the occupant 
is away: and each person can suit 
himself.as to temperature. Count- 
less other office buildings will be 
air conditioned in the same way in 
coming years, and this volume 
added to that of private homes 
will contribute to the further 
dramatic growth and expansion of 
the air conditioning business. 


Household Refrigerators 


Household refrigerators are the 
keystone of the appliance indus- 
try. Despite the fact that more 
homes have refrigerators than any 
other major electric appliance, 
the sales of refrigerators continue 
to lead other appliances. I know 
you all appreciate what electric 
refrigerators mean in your home 
and your daily life. I know too 
that you must recognize the great 
improvements that have been 
made in refrigerators, such as 
fully-automatic operation includ- 
ing defrosting, to providing new 
features and added services. Then, 
too, it is as true today as ever that 
no family has as big a refrigerator 
as they really need. 

In 1953, the industry sold 3,- 
775,000 refrigerators with a retail 
value estimated at $1,113,625,000. 


Refrigerator sales in 1954 should 
be as great as last year thanks to 
the constant increase in the num- 
ber of families, the replacement 
of present refrigerators as they 
gradually wear out, and the de- 
sire for the new products with 
the added capacity and features. 


From a dollar-volume stand- 
point, the industry confidently ex- 
pects to maintain that figure 
above the billion-dollar-a-year 
mark on the basis of current 
prices. 

Home-freezer sales have con- 


stantly shown an increase in the 
postwar vears. From unit sales of 
210,000 in 1946 with a retail dol- 
lar value of $80,000,000, they rose 


in 1953 to unit sales of 1.200.000 
with a retail dollar value of $480.- 
000,000. Unquestionably, public 


acceptance of this way of preserv- 
ing foods has been brought about 
by one of- the best programs of 
consumer education in the history 
of the appliance industry. 


The story of home freezing, its 
ease and convenience, has been 
told to the American consumer 


and it, too, has been accepted as a 
standard of our way of life. The 
best possible way to sell a freezer 
is to have the family use one in 
its own home for a month. At 
the end of that period, they will 
not know how they got along be- 
fore without it. 

Our forecast for the growth of 
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the home-freezer business is that 
it will do slightly better in total 
sales this year. With the develop- 
‘ment of sound food plan-selling 
operations and skilled merchan- 
dising by appliance _ specialty 
stores, there is good reason to be- 
lieve that public acceptance of 
freezers wiil steadily increase 
each year. 


One of the oldest and most im- 
portant electric appliances is the 
electric range. The electric-range 
sales job is one of the great sell- 
ing stories of America. The engi- 
neering that has brought this ap- 
pliance to its present rate of per- 
fection is an outstanding achieve- 
ment. Last year 1,300,000 elec- 
tric ranges were sold with a re- 
tail value of approximately $333,- 
000,000. 


For this year, we expect an in- 
dustry sales volume of about 1,- 
430,000 units or 10% more than 
in 1953. 


Home laundry equipment is an- 
other growing field. The trend 
here, of course, is sharply toward 
the automatic type of unit. -In 
1947, sales of automatic and semi- 
automatic washing machines to-, 
taled $272,980,000, while conven- 
tional-type washers volume 
amounted to $262,256,000.- Last 
year, automatic washers increased 
to $552,000,000 and outsold the 
conventional models by 2 to 1. 
This trend will undoubtedly con- 
tinue and become more _ pro- 
nounced. 


Automatic dryers have one of 
the most exciting potentials of any 
appliance. There are only 2,500,000 
in use as compared with 44,000,000 
wired homes in this country. More 
and more families are coming to 
put a dryer at the top of the list 
of things they want most, so the 
growth possibilities here are very 
substantial. 

Conclusion 


There is no mystery about what 
is required to be successful in ap- 
pliance manufacturing and dijstri- 
bution any more than there is in 
banking. The basic job is to have 
a product or service that satisfies 
a want, and then through mer- 
chandising and sales activities get 
the story of that product to the 
public. 

The appliance industry has been 
able to lighten the load of the 
American housewife by develop- 
ing sO many labor-saving types of 
equipment, and you gentlemen 
through the judicious use and ad- 
ministration of instalment credit 
have made it possible for the fam- 
ilies of the country to enjoy these 
things while they were earning 
the money to pay for them. 

Between us, we have been priv- 
ileged to help maintain our econ- 
omy on a high level in the face 
of so many gloomy forecasts and 
predictions. Our jobs are not sta- 
tic ones. Active business does not 
come about simply from wishful 
thinking. For our part, we are 
anxious to do our full share to 
make 1954 another successful year, 
and I know that we can count on 
the splendid help and _ support 
that you have always given us. 


OSS 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


The backing and filling which has beer going on in the gov- 
ernment market is being interpreted as a technical development 
which markets have to go through every so often. Periods of 
indigestion have to be cleared up and this is what seems to be 
going on at the present time. The sharp upsurge in quotations 
took some issues up to levels that could not be immediately sus- 
tained. 


However, it is believed that after a period of consolidation, 
there will be a renewal of-the trend, which should take prices to 
better levels than have prevailed previously. Money market con- 
ditions will continue to be easy, with opinions strong in some 
quarters that there will be developments in the not distant future 
which will further ease the situation. 

Institutional investors continue to be on the buy side of the 
longer end of the market even though there has been less of a 
tendency to step up and take offerings as prices advance. Com- 
petition from corporates and municipals appear to be having a 
minor influence upon Treasury issues. 


Deflation Seen Continuing 

Even though the concern about the business pictures does 
not appear to have increased very much as far as surface obser- 
vations seem to portray it, there is, nevertheless, a growing appre- 
hension in official cycles about the deterioration in economic 
conditions. The spring pick-up is not expected to be up to sea- 
sonal requirements and this is not exactly making things as com- 
fortable as many would like to have them, especially those that 
are identified with the party in power. 

However, although there have not been any new indications 
yet as to what might be done to counteract the deflationary forces, 
it is the opinion of many money market specialists that measures 
will again be taken in the not too distant future along the mone- 
tary line of attack. The time factor becomes more important with 
each passing day and it is believed that there will not be too much 
more waiting before some rather vigorous action will be taken 
by the monetary authorities. 


Further Credit Ease Expected 

What the powers that be might do to further influence the 
credit picture is largely a matter of conjecture at this time, even 
though there are not too many courses of action open to them that 
have not been pretty well discussed pro and con. In addition, to 
try to master-mind what Federal might do to give greater ease to 
the money market. and when it might take place is a hazardous 
piece of business to say the least. 

Nevertheless, it appears to be the opinion of some of the best 
informed money market specialists that, in spite of the recent cut 
in the prime bank rate, there should be a decrease in the reserve 
requirements of the commercial banks. It is pointed out that a 
further easing in credit is very desirable at this stage of the busi- 
ness cycle, even though such action might be interpreted by some 
as a sign of greater weakness in economic cenditions. Nonetheless, 
it is felt that easier money market conditions would in a short 
period of time more than offset adverse psychological influences 


which might develop. Mental moods can be rather readily 
changed by the tangible evidence which gives proof that condi- 
tions have turned for the better. 


Lower Reserve Requirements Mentioned 

It is the opinion of those money market specialists which have 
been on the positive side of the situation that the best course of 
action at this time would be a reduction in reserve requirements 
of commercial banks. This would make funds available to these 
institutions which would be put to work either in government 
securities, corporates, municipal obligations, or mortgages. This 
would result in the creation of deposits which is purchasing power 
and this is a very desirable thing to have happen in a downward 
trend in the business cycle. This money that would be used to 
fight the forces of deflation should be made available at once, 
according to some money market followers, because this is the 
time when such action shou!d be taken. 

It was observed that there have been occasions in the past, 
one not so long ago, when reserve requirements were reduced 
rather sharply in order to help a faltering business picture. Con- 
ditions in the past were not as defensive as they are now, when 
the powers that be reduced reserve requirements in order to ease 
the money markets in an attempt to fight the forces of deflation. 


Long-Term Issue Prospects 

With further in the market, as seem to 
think will be the case, is there greater likelihood of a long-term 
bond being offered by the Treasury before the end of the current 
fiscal year? It appears to be the considered judgment of those 
that are qualified money market specialists, that a token or pilot 
issue, with a distant maturity, should be expected. There is, how- 
ever, one point of qualification in these opinions and that is the 
observation that if enough municipal and revenue bonds come into 
the market to meet the demands of investors, such a long-term 
obligation would not be so necessary. 


ease money some 


In not too much time an 
answer to this question should be forthcoming. 
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Cincinnati Municipal 
Bond Dealers Outing 


CINCINNATI, Ohio — The Cin- 
cinnati Municipal Bond Dealers 
will hold their spring party on 
June 24 and 25. 


Ralph De Pasquale 
Back at His Desk 


Ralph De Pasquale, President 
of General Investing Corp., 80 
Wall St., New York City, has just 
returned from Oklahoma, where 
he inspected some of the proper- 
ties of Seneca Oil Co. 


Renyx, Field Adds 


(Special to Tue Frnanciat CHRONICLE) 

NEW ORLEANS, La.—Francis 
J. Landry has been added to the 
staff of Renyx, Field & Co., Inc., 
Carondelet Building. 


S. R. Livingstone Adds 


(Special to THe FINaNcIAL CHRONICLE) 


DETROIT, Mich.—Joseph Proc- 
tor has been added to the staff 
of S. R. Livingstone, Crouse & _ 
Co., Penobscot Building, members ~ 
of the Detroit Stock Exchange. 





Now With Ratterman Co. 


(Special to Tue FINANCIAL CHRONICLE) 

CINCINNATI, Ohio — Charles 
A. Wolf has become affiliated 
with Ratterman & Co., 307 East 
Fourth Street. 


With Tellier & Co. 


(Special to Tue FINaNnciaAL CHRONICLE) 

QUINCY, Mass.—Gaston C. Ma- 
jeune is now connected with Tel- 
lier & Co. 


Keller & Co. Adds 


(Special to THe FINaNcIAL CHRONICLE) 


BOSTON, Mass.—Gilbert Port- 
noy is now affiliated with Keller 
& Co., 53 State Street. 


With B. C. Christopher 


(Special to Tue FINaNciaAL CHRONICLE) 


KANSAS CITY, Mo.—Leslie G. 
Rathbun, Jr. has become associ- 
ated with B. C. Christipher & Co., 
Board of Trade Building, members 
of the Midwest Stock Exchange. 
He was formerly with Looper & 
Co. in Joplin. 


James E. Johnston 
James E. Johnston, limited part-~ 
ner in O’Brien & Williams, Mon- 
treal, passed away on March 21. 
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investing in 


Canada 


First, get the facts about Canadian Fund— 
aU. S. mutual investment company offer- 
ing a diversified investment in common 
stocks of corporations selected on the 
basis of possible participation in Canada’s 
growth. 

For a free booklet-prospectus contain- 
ing the facts, send this advertisement te 
any investment dealer or 


CALVIN BULLOCK 


Established 1894 











One Wall Street New York 
Please send me a free booklet-prospectus 
on mn Fund 
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Address__. 
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A mutual fund with a 
diversified portfolio of 
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200 Berkeley St., Boston, Mass. 
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THE AXE -HOUGHTON weekly 
business index has declined dur- 
ing the last three weeks because 
of reductions in steel production 
and in miscellaneous and lumber 
loadings. 

Temporary influences such as 
unfavorable weather may have 
exaggerated the decline but the 
main trend is moderately down- 
ward, Axe reports. The Axe- 
Houghton business index is down 
8% from the second quarter 1953 
peak, and the Federal Reserve in- 
dex of industrial production, 
based on a wider variety of sta- 
tistica) data, ig down 10%. 


This seems like a_ substantial 
decline, Axe notes, but actually 
it has been comparatively mild 


and relatively slow. It is now 
seven months since the decline be- 
gan; but seven months after the 
1949 decline began the Federal 
Reserve index was down 17%, 
seven months after the 1937 de- 
cline began it was down 32%, and 
seven months after the 1929 de- 
cline began it was down 16°. 

Through January, Axe com- 
ments, the production of durable 
goods had declined 11% and the 
production of nondurable goods 
7%, according to the Federal Re- 
serve indices. There has been no 
revival in the steel industry, as 
predicted. Automobile production 
has been comparatively steady, 
intermittent curtailment by some 
producers having been offset by 
the resumption of operations by 
others. 

There has been little if any re- 
covery in new passenger car reg- 
istrations, allowing for seasonal 
variation, and dealers’ stocks of 
new increased in January 
and February; but used car prices 
have advanced for the first 
in quite a while. 

There has been a moderate re- 
vival on the for one or 
two types of print cloth, 
and prices are a trifle higher. The 
prices of rayon and acetate fabrics 
remain depressed, however, by 
the large stocks of raw material 
readily available and by the am- 
ple producing capacity available 
for both the raw materials and the 
finished products. Recent firm- 
ness in raw cotton is probably at- 
tributable more to the govern- 
ment’s price support scheme than 
to improved demand. A reduction 
in cotton prices would indeed be 
advantageous to cotton producers 
in the long run, because of the 
continued price competition from 
synthetic fibres, here and ,abroad. 


cars 


time 


demand 
cotton 


By ROBERT R. RICH 


February, however, substantial 
declines were reported in chain 
and mail-order store sales with 
the notable exception of grocery 
chains. 

The ratio of manufacturers’ new 
orders to inventories has contin- 
ued to decline and is, of course, at 
the lowest level in several years. 
Inventories have declined a little, 
but not enough to indicate, on the 
surface at least, any marked im- 
provement in the inventory situa- 
tion generally. Unfilled orders 
have shown a further decrease. 

They are still fairly high in 
terms of the estimated total for all 
manufacturers, but in some indi- 
vidual industries such as railroad 
equipment and. various types of 
metal castings, they are rapidly 
approaching zero. 

Unfilled orders for paperboard, 
however, sometimes considered a 
fairly accurate general business 
barometer, advanced in February 
following a sharp decline in the 
previous four months. 

The outstanding favorable de- 
velopment, the Survey remarks, 
of the last three weeks has been 
the statistics on new construction 
showing a remarkably well-sus- 
tained level of activity in the con- 
struction industry. 

This applies to the F. W. Dodge 
figures on contracts awarded in 
37 states which seem to show a 
near-record volume if we disre- 
gard the exceptional peaks during 
the last three years when huge 
atomic energy plant contracts 
were awarded by the Atomic En- 
ergy Commission. 

It applies also to the number of 
home units started in February, 
on a seasonally adjusted basis. 
Construction costs are high, but the 
used in almost all 
construction are now 
freely available; so that, with gen- 
eral activity declining, 
one would expect a tendency for 
prospective builders to hold back 
in the hope of obtaining lower 
costs. 

The fact that no such tendency 
has appeared seems to indicate 
that the underlying demand for 
housing and other types of struc- 
tures is exceptionally strong. A 
high percentage of, engineering 
contracts being awarted is, of 
course, for various government 
projects, and it is possible that 
some of this activity represents 
the speeding up of various pro- 
jects in an effort to offset the de- 
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The Federal Reserve index of line in general business, although 
department store sales made a | hardy seems likely that this 
rather satisfactory showing in De- would comprise more than a small 
cember and January, Axe states part of the present demand for 
and stocks OL me rchandise were new construction, 
reduced considerably during the WELLINGTON FUND, in a report 
last four months of 1953, allow- transmitted to shareholders today 
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terly dividend payment, listed net 
assets on March 1, last, at an all- 
time high of $303,178,187, an in- 
crease of $22,183,974 in the first 
two months of 1954. This was the 
largest increase for any two 
months’ period in the Fund’s’ 25- 
year history. 

The Fund is combining the 
March and September dividend 
notices with the reports for those 
periods to reduce printing and 
mailing expenses to its more than 
100,000 shareholders. 


Assets were invested on March 
1, 1954, as follows: 60% in com- 
mon stock, 26% in bonds and pre- 
ferreds; and 14% in Governments 
and cash. 


Walter L. Morgan, President. 
gave this summary of investment 
changes: “Since the beginning of 
the year, the Fund has reduced 
some low yielding stable income 
issues, principally in the food, in- 
surance and electric utility com- 
mon stoeks. Some selective sales 
were made in building material 
stocks, which appeared amply 
priced on near-term prospects. 
Principal common stock increases 
were in oil and natural gas stocks 
for their long-term prospects, and 
in selected issues in the automo- 
bile, steel and metal industries. 
These issues provide good yields 
from current dividends well cov- 
ered by present earnings.” 


The Wellington president had 
this to say of the business pic- 
ture: “Business is gradually ad- 
justing itself to a more normal 
basis after reaching a rearmament 
peak last year. The Government 
policy ef tax re@luction and ample 
credit should help stimulate con- 
sumer and business spending and 
public works. Government policies 
and the orderly nature of the 
business adjustment seem to have 
increased investment confidence, 
reflected in the rise in bond and 
stock prices since the first of the 
year.” 


PERSONAL PROGRESS 
ANNOUNCEMENT was made of 
the election of Wm. Gage Brady, 
Jr. as chairman of the board of 
Hugh W. Long and Company, In- 
corporated, sponsor of Fundamen- 
tal Investors, Ine., Diversified In- 
vestment Fund, Inc., Manhattan 
Bond Fund, Inc., and Diversified 
Growth Stock Fund, Inc., mutual 
funds located in Elizabeth, New 
Jersey. Mr. Brady is former presi- 
dent and chairman of the National 
City Bank of New York. 


In his capacity as chairman of 
the sponsor organization, as well 
as of the funds, Mr. Brady will 
again draw upon, his extensive 
experience as senior policy maker 
for a large financial institution. 

The funds of which he is now 
chairman have 
600,000 in assets and serve 
75.000 shareholders resident in 
every state of the union. 

THE APPOINTMENT of John W 
Stephens Dallas, Texas 
wholesale representative in 


more than $250.,- 
over 


of as 
Ar- 
Louisiana, Oklahoma and 
Texas for the National Securities 
Series of funds has been 
announced by Henry J. 


kansas, 


mutual 


Simonson, 


Jr.. president of National Securi- 
ties & Research Corv., sponsors 
and managers of the funds. 


Mr. Stephens formerly was sen- 
ior partner of Moore & Stephens 
a Dalla nt 


later served as” an 


s investme firm, and 


investment 


counsellor 


and sales and security 
analyst for the Sullivan Invest- 
ment Co. More recently he had 











specialized in the wholesale dis- 
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tribution of mutual funds in the 
Southwest. 


His headquarters are in Dallas 
at 1301 Fidelity Union Life Build- 
ing. 


CLOSED-END NEWS 
FRANCIS F. RANDOLPH, Chair- 
man of the Board and President 
of Tri-Continental Corp., told 
shareholders at the company’s an- 
nual meeting that even though 
the trend of business activity may 
continue downward for some 
months, 1954 as a whole is likely 
to be a comparatively good busi- 
ness year. 

In a statement made Tuesday, 
March 30, in Baltimore, he said 
that with the decline in industrial 
production very nearly equal to 
that of 1948-49 and shared by 
practically all groups of indus- 
tries,. the business contraction has 
clearly taken on a general rather 
than a piece-meal character. 

The current decline in produc- - 
tion, he said, appears: to be quite 
normal in its rapidity and amount, 
and possesses characteristics re- 
flecting conditions in the national 
economy; namely, weakness in - 
textile and consumer hard goods 
industries, and smaller declines in 
products used in armaments and 
capital investment. But business 
and the consuming public are gen- 
erally in good shape financially, 
Mr. Randolph pointed out, and the 
government is well prepared to 
exert its influence against reces- 
sion. 

Mr. Randolph told shareholders 
of the company that the shrinkage 
in business, seasonal credit factors 
and reserve operations (including 
a reduction in the rediscount rate) 
have kept money markets per- 
sistently easy and bond prices 
have consequently been strong. He 
pointed out that these and other 
influences, including new sources 
of investment demand, contributed 
to rising stock prices through most 
of the first quarter. 

Shareholders at the meeting reelected 
Henry C. Breck and W. Paul Stillman to 
the board of directors and approved all 
proposals up for consideration, including 
an amendment to the corporation's charter 
to create a new class of $50 preferred 
stock. The new preferred was created by, 
in effect, splitting in half 500,000 author- 
ized but unissued shares of the present $6 
preferred stock. 

The shareholders’ approval makes pos- 
sible a refunding of the investment com- 
pany’s outstanding $6 preferred stock at 
an appropriate time, if conditions warrant, 
without the de'ay and expense of calling 
a special meetng for that specific purpose. 
There are no immediate plans for such a 
refunding, according to Mr. Randolph, 
since the directors of the company are not 
convinced that the time for such 
has yet arrived. 
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Capital gains distributions, per 
share, will be paid April 26, 1954 to 
shareowners of record April 9, 1954, 
in cash or shares, as follows: 
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Income Series .......... 06 
Speculative Series 04 
Preferred Stock Series ... .05 
Balanced Series _........ .10 
Bond Series ............ 07 
Growth Stocks Series .... .32 
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Defects of Our Irredeemable 
Currency System 


a similar manner in the case of 
Brisco v. Bank of Kentucky (11 
Peters, 257; 1837). 


In the case of Juilliard v. Green- 
man (110 U. S., 447-448; 1884), 
the Court held that “Congress has 
the power to issue the obligations 
of the United States in such form, 
and to impress upon them such 
qualities as currency for the pur- 
chase of merchandise and the 
payment of debts, as accord with 
the usage of sovereign govern- 
ments. ... The exercise of this 
power ...is included in the 
power expressly granted to bor- 
row money on the credit of the 
United States.” In a concurring 
opinion in the Legal Tender 
Cases (12 Wallace, 560; 1871), Mr. 
Justice Bradley stated that the 
power of our Federal Govern- 
ment to issue bills of credit is... 
“incidental to the power of bor- 
rowing money.” 

Inasmuch as Federal Reserve 
notes, under the Federal Reserve 
Act, constitute a claim against the 
United States Treasury, in the 
event that the issuing Federal Re- 
serve banks fail to redeem them, 
it is correct under our court de- 
cisions to classify them also as 
bills of credit. In the case of 
Veazie Bank v. Fenno (8 Wall., 
549: 1869), the Court stated that 
bank notes issued on the credit of 
the government “‘may be properly 
described as bills of credit.” 


If the bills of credit, issued by 
the Treasury and Federal Reserve 
banks are not to be redeemed, 
does such action come within an 
expressed provision of the Con- 
stitution” 

Said Chief Justice Chase in the 
case of Bank v. Supervisors (7 
Wallace, 31: 1869): “The dollar 
note is an engagement to pay a 
dollar, and the dollar intended is 
the coined dollar of the United 
States... .’ In the case of Bron- 
son wv. Rodes (7 Wallace, 251; 
1869), he said: “The note dollar 
was a promise to pay a coined 
dollar.” 


Said Mr. Justice Strong in the 
Legal Tender Cases (12 Wallace, 
553; 1871): “The legal tender acts 
do not attempt to make paper a 
standard of value. We do not rest 
their validity upon the assertion 
that their emission is coinage... ; 
nor do we assert that Congress 
may make anything which has no 
value money. What we do assert 
is, that Congress has power to 
enact that the government’s prom- 
ises to pay money shall be, for the 
time being, equivalent in value to 
the representative of value deter- 
mined by the coinage acts, or to 
multiples thereof.” [Italics sup- 
plied. | 

Said Mr. Justice Bradley in a 
concurring opinion in the Legal 
Tender Cases (12 Wallace, 560; 
1871): “It [the bill of credit] is 
not an attempt to coin money out 
of a valueless material, like the 
coinage of leather, or ivory, or 
kowrie shells. It is a pledge of 
the national credit. It is a promise 
by the government to pay dollars; 
it is not an attempt to make dol- 
lars. The standard of value is not 
changed. The government simply 
<ddemands that its credit shall be ac- 
<epted and received by public and 
private creditors during the pend- 
ing exigency... .” 

“No one supposes,” said he, pp. 
561-562. “that these government 
«certificates are never to be paid— 
that the day of specie payments 
is never to return. And it matters 
not in what form they are issued. 

.. Through whatever changes 
they pass, their ultimate destiny 
is to be paid.” [Italic in the orig- 
Ynal.! 

Apparently no decision of the 
United States Supreme Court has 





overruled the conclusion reached 
by Mr. Justice Strong in the ma- 
jority opinion or by Mr. Justice 
Bradley in his concurring opinion 
in that case. 

Today, as during recent years, 
the widespread implication has 
been that our irredeemable cur- 
rency is not to be redeemed—that 
we have passed permanently into 
an era of irredeemable currency. 
Aside from the fact that all na- 
tions which have experimented 
with irredeemable currencies have 
always returned to redeemability, 
either to escape the well-known 
serious consequences inherent in 
irredeemable currencies or as a 
consequence of reaching a state 
of chaos, there are these further 
considerations, apparently largely 
ignored today, that the Constitu- 
tion of the United States does not 
authorize permanent irredeem- 
ability, and that every day of de- 
lay in resuming redemption con- 
stitutes a violation of the intent 
of the framers of our Constitution 
who were well aware of the evils 
inherent in an irredeemable cur- 
rency. 

Mr. Justice Bradley, in the Legal 
Tender Cases, referred, p. 562, to 
delay by the legislative power to 
provide for redemption of its bills 
of credit, after the exigency which 
gave rise to their issuance had 
passed, as “the abuse of a power.” 


In the case of Perry v. United 
States (294 U. S., 354; 1935), the 
Court said that “. . . the Govern- 
ment is not at liberty to alter or 
repudiate its obligations... .” 
Nevertheless, that is in practice 
what it is doing while it refuses 
to redeem its bills of credit issued 
in the form of money. 


The dissenting Justices in the 
case of Perry v. United States— 
Justices Van Devanter, Suther- 
land, and Butler — went to the 
heart of the matter when they 
said of the issuance and redemp- 
tion of the irredeemable United 
States notes that “The thing ac- 
tually done was the issuance of 
bills endowed with the quality of 
legal tender in order to carry on 
until the United States could find 
it possible to meet their obliga- 
tions in standard coin. This they 
accomplished in 1879. The purpose 
was to meet honorable obligations 
—not to repudiate them.” [Italic 
supplied. | 

The Government of the United 
States, since early 1933 and de- 
spite its more than adequate sup- 
ply of gold for purposes of re- 
demption, continues the practice 
of non-redemption—except in the 
case of foreign central banks and 
governments. This procedure 
raises the question of “the abuse 
of a power” referred to by Mr. 
Justice Bradlev. Particularly per- 
tinent, in the light of our Govern- 
ment’s delay in providing for the 
redemption of our irredeemable 
currency, is the following state- 
ment made by the three dissent- 
ing Justices in the case of Perry 
». Iinited States (294 U. S., 362; 
1935): “To let oneself slide down 
the easy slope offered by the 
course of events and to dull one’s 
mind against the extent of the 


danger ... that is precisely to 
fail in one’s obligation of respon- 
sibility.” 

V 


Advantages Obtainable From a 
Redeemable Currency 
A. Domestically 
(1) We would have the best 
variety of monetary system known 
to man. Of course we would still 


have with us the inescapable 


problems of credit management. 
But our varieties of money could 
then 


perform all the functions 








which a good money system is 
able to perform. 

(2) Since all varieties of dollars 
would be freely interchangeable, 
people could choose the type that 
would meet their needs best. Con- 
vertibility and redeemability of 
non-gold currency increase con- 
fidence in such currency and in- 
vite a wider use of it since to the 
quality of convenience is added 
that of convertibility into a type 
of money the value of which no 
one may effectively question. 

(3) A valuable property right 
would be returned to our people. 
This protective device is prac- 
tically qa guarantee that human 
freedom will be preserved and 
that Socialism and government 
totalitarianism could not be in- 
flicted on our people except by 
the use of military force. 

(4) Our people would once 
more have power, to the extent 
they possess money or bank de- 
posits, or both, to exercise direct 
control over the government’s use 
of the people’s purse. Human 
freedom and power of the people 
to contro] the government’s use of 
the public purse are inseparable. 

(5) Discrimination against our 
people and in favor of foreign 


central banks would be elimi- 
nated. 
(6) Special privilege without 


corresponding responsibility, 
granted our Treasury and Federal 
Reserve banks, would be termi- 
nated. 

(7) Our people would have the 
advantages which normally come 
with the resumption of redemp- 
tion. These were well illustrated 
by our experiences when, and 
shortly after, resumption was in- 
stituted on Jan. 2, 1879: There was 
a prompt revival of confidence; 
business quickly began to expand; 
there was a sympathetic expan- 
sion in the volume of money and 
bank deposits drawn into use; gold 
flowed in from abroad; the de- 
mand for government securities, 
domestically and from abroad, 
was so heavy that the Treasury 
staff, working day and night, 
could not keep up with the or- 
ders; the Treasury was able to 
fund and refund its matured or 
callable debt at markedly lower 
rates of interest. 


Resumption of redemption pro- 
vides greater incentive for more 
saving, more investment, and 
greater production, and it invites 
more and safer prosperity than is 


the case under an irredeemable 
currency. 
(8) A redeemable currency 


makes possible and invites a good 
market for government securities 
outside banks. 

(9) A''Pree market for gold 
would exist:at a guaranteed price. 

(10) The legal conflicts in our 
currency structure could be elimi- 
nated. The proper and important 
categories required by a good 
monetary system, but now hope- 
lessly confused, could be restored 
and made to function for the ben- 
efit of our people. These cate- 
gories are (a) legal tender money; 
(b) lawful money (for specified 
purposes, as for bank reserves); 


money receivable for specified 
purposes—the category into which 
Federal Reserve notes properly 
belong. 


(11) Our people would have the 
type and quality of money con- 
templated by the framers of our 
Constitution. 


(12) Our people would be freed 
of the prospects of trouble inher- 
ent in an irredeemable currency. 
But they would not be insured 
against the fluctuations in busi- 
ness caused by improper uses of 
credit and by other forces. No 
type of currency can do that. The 
functions of a good currency are 
not of that nature. A good cur- 
rency can no more prevent eco- 
nomic wrecks than the best known 


rails on a railroad can prevent 
wrecks of the rolling stock by 
fallible people. The important 


consideration is that a redeemable 
money, unlike an irredeemable 
currency, is not a causal factor in 


economic disturbances and catas- 
trophes. 


B. In International Relations 


The advantages obtainable from 
a redeemable currency as they 
affect our international relations 
would be the following: 


(1) All holders of dollars would 
be given the same freedom and 
rights in respect to redeemability 
thus lifting, in so far as our 
system is involved, existing pe- 
nalizing influences on private en- 
terprise. 


(2) Multiple quotations of our 
non-gold dollars, and the dis- 
advantages arising from such a 
situation, should be expected to 
disappear. 


(3) Inasmuch as non-gold cur- 
rency would be readily convert- 
ible into gold at face value, there 
should be an increase in the tend- 
ency to use the more convenient 
non-gold dollars, less pressure to 
draw gold from us, and a stronger 
tendency for gold to flow to us 
for the purpose of obtaining non- 
gold dollars with which to pur- 
chase our goods, services, and 
securities. 


(4) Freedom for private enter- 
prise to conduct foreign trade and 
to make foreign investments 
would be restored in so far as our 
monetary system can affect the 
situation. Trade, investment, and 
travel in the area of private en- 
terprise should be expected to 
revive and to expand. 


(5) Return by other nations to 
redeemable currency should be 
hastened because of our contribu- 
tion to freedom of trade, invest- 
ment, and use of our currency, 
and because of what should be 
obvious as to the advantages of 
our people, engaged in _ inter- 
national trade, investment, and 
travel, as compared with the dis- 
advantages experienced by the 
people of other countries com- 
pelled to labor under the burdens 
and frustrations of irredeemable 
currencies and the related ex- 
change controls and government 
interferences. 

VI 


Conditions Necessary to Permit 
the Establishment of a Re- 
deemable Currency 

(1) Our nation must have a 
sufficient supply of gold, in the 
light of experience, to support 
redemption safely in accordance 
with the known and expected 
practices of the holders of non- 
gold currency. As of Jan. 27-31, 
1954, the ratio of our gold stock to 
non-gold money and deposits was 
9.73%. The average of the yearly 
ratios for 1915-1932, pre-1934 data, 
was 8.6%; the range was from 6.7 
to 10.9%. 

(2) No nation with an adequate 
supply of gold to support redeem- 
ability need consult with other 
nations as to whether or when it 


should institute redeemability. 
The institution of a monetary sys- 
tem is an attribute of national 


sovereignty. Only nations which 
lack an adequate supply of gold 
to support redeemabilitv need for- 
eign aid in the establishment of 
a redeemable currency; and the 
aid needed is a loan of gold, or a 
loan involving the right to obtain 


gold if needed, by the banks ol 
nations able and disposed to make 
such loans. 


VII 

Some Considerations in Respect to 
Common Arguments for Delay in 
Making Our Currency Redeemable 

(1) If a nation has an adequate 
supply of gold to support redeem- 
ability, there is no valid argument 
for delay in assuming the obliga- 
tions involved. Failure to redeem 
bills of credit is proof of fiscal or 
moral bankruptcy. It is a case of 
“the abuse of a power” by a gov- 
ernment. 


(2) The frequently-stated con- 
tention that no nation can return 
to a gold standard alone, or that 
certain conditions must be met in 
addition to possessing an adequate 
supply of gold, has no validity.and 


(461) 


cannot be sustained by supporting 
evidence. { 

(3) Delay in the institution’ of 
redeemability in the United § 
is an invitation to serious trouble. 
In 1941, the ratio of our gold stock 
to non-gold money and deposits 
was 24.6% —the highest in our 
history. As of Jan. 27-31, 1954, 
the ratio was 9.73%. 

In 1920, it was 6.7%, and we 
suffered a sharp tightening of 
credit and fall of prices. But at 
that time the surplus reserves of 
the Federal Reserve banks were 
practically exhausted. Indeed 
eight of the Federal Reserve banks 
paid tax penalties that year for 
deficiencies in reserves. But even 
under those conditions there. was 
no thought of suspending redemp- 
tion for the reason that it was net 
necessary. In 1928, when the ra- 
tio was down to 7.2%, and surplus 
reserves of the Federal Reserve 
banks were relatively large, we 
did not regard our reserve ratio 
as being low; such concern as éx- 
isted was in respect to whether 
there was too much credit expan- 
sion. In 1879, we resumed redemp- 
tion safely on a ratio of 3.5% end 
under the handicaps of scattered 
bank reserves. ; 

Today, we have both a 
tively high ratio of gold to nen- 
gold money and bank deposits, 
and relatively large surplus Te- 
serves in the Federal Reserve 
banks. As of Jan. 27, 1954, this 
surplus of reserves amounted: to 
$8,651,641,000. At the reserve ra- 
tios then prevailing—25% for the 
Reserve banks and an average of 
14% for member banks—the sur-+ 
plus reserves of the Federal Re- 
serve banks on that date would 
have supported some $242 billien 
of bank deposits beyond the ap+ 
proximately $195 billion outstand- 
ing (as of Nov. 25, 1953). 


The issue involved here is one 
of adequate gold stock in the light 
of experience and of the relative 
size of the surplus reserves of our 
Federal Reserve banks. If 3% of 
our gold stock were drawn into 
circulation domestically—and that 
is as much as we could reasonably 
expect in the light of the evidence 
—that would involve only $660,- 
000,000 of the $22,006,000,000 of 
gold stock as of Jan. 27, 1954. That 
would still make it possible for 
the surplus reserves in the Fed- 
eral Reserve banks—reduced to 
$7,919,641,000—to support an aa- 
ditional supply of bank deposits 
to the extent of approximately 
$224 billion» Furthermore, since 
resumption of redemption by 2 
nation tends to draw gold to #ft, 
the addition which should be ex- 
pected as a consequence of re- 
sumption may more than offset 
normal withdrawals for domestic 
use. 

The evidence is overwhelmingly 
clear that we could easily and 
safely resume redemption under 
present conditions. 

(4) The widespread belief that 
the institution of redemption 
would invite hoarding of gold is 
not based on fact; ii is a manifes- 
tation of the psychology of people 
living under the fears generated 
by an irredeemable currency. Re- 
deemability is an antidote to 
hoarding. For example, when re- 
demption was instituted on Jan. 2, 
1879, $135,000 in greenbacks were 
presented for redemption, $400,000 
in gold were exchanged for vaper 
money. Even when our people 
were going through the distress 
involved in the economic reces- 
sion of 1929-1932, the lowest per- 
centage ever reached in our per- 
ple’s demand for gold was in April 
and May, 1931. The percentage of 
our gold stock in circulation dur- 
ing those months was 1.44. Peo- 
ple wanted the more convenient 
non-gold currency, not gold: ant 
that was because their non-gold 
currency was redeemable. 

Should redemption of our cur- 
rency be instituted, past experi- 
ence suggests that we should 
expect our people to draw from 
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Defects of Our 
lrredeemable 


Currency System 


15 to 3% of our gold stock into 


circulation. From July, 1923, to 
April, 1932, inclusive, the 3% fig- 
ure was exceeded only three 
times—3.03% in December, 1923; 
481 in December, 1926; 4.30 in 
April, 1927. From May, 1932, to 
February, 1933, inclusive—a most 
abnormal period—, the range of 
monthly percentages was from 
3.58 to 6.32, the latter occurring 
in February, 1933. That high per- 
centage arose from a widespread 
belief that redemption was to be 
suspended and our gold dollar de- 
valued. 


(5) The widespread contention 
that our gold standard and re- 
deemable currency were impor- 
tant causal factors in the economic 
recession beginning in October, 
1929, does not rest upon fact. The 
ratio of our gold stock to non- 
gold money and deposits in 1929 
was 7.4 as compared with 7.2-in 
1928. Our gold stock, less that in 
circulation, in October, 1929 ($4,- 
094,000,000, average daily figure 
for month) was only $270,000,000 
below the highest preceding level 
ever attained ($4,364,000,000 in 
May, 1927); it was at the highest 
level of any month in 1929; and 
it was higher than during any 
month in 1928. Every month, Jan- 
uary to October, 1929, inclusive, 
there was a net importation of 
gold. The percentage of Federal 
Reserve bank reserves to their 
Federal Reserve notes and de- 
posits was at a relatively high 
level—73.3%. The percentage of 
the nation’s gold stock in circula- 
tion was 1.82, the low point for 
the year 1929. 


(6) The common contention that 
a gold standard, with redeemable 
currency, can operate only under 
favorable conditions is a case of 
attempting to hold it responsible 
for the consequences of man’s 
abuses in the use of credit resting 
upon gold and redeemable money. 
Irredeemable currency is man’s 
monument attesting to that abuse. 
Such currency tends to expand 
and to grow with man’s abuse of 
credit and to carry the abusers to 
their destruction. 


A gold standard and a redeem- 
able currency never injured a 
person or a nation. Trouble in the 
areas of money, prices, costs, and 
profits arises from other sources. 
Gold is a self-liquidating money. 
Its ability to function does not 
rest upon the value of the promise 
of any man. It effects final pay- 
ment in a money of universal 
acceptability. 

It is for these reasons, among 
others, that a thorough-going gold 
standard and a redeemable. cur- 
rency should be instituted as 
quickly as Congress can act. And 
redemption should be at the stat- 
utory rate of $35 per fine ounce, 
which has prevailed since Jan. 31, 
1934, since maintenance of fixity 
in the weight and fineness of the 
standard monetary unit is a basic 
requisite of a good monetary 
standard and system. 

The Gold Redemption Act of 
1954, S. 2332, is in principle de- 
signed to accomplish these most 
desirable and important purposes 
and, as a consequence, should be 
enacted in order that our people 
may have the benefits of a sound 
and honest money on which to 
build and to prosper. 


Howard, Weil Adds 


(Special to Tue Financrat Curontcie) 

NEW ORLEANS, La.—Percy L. 
Laurence, Jr. is now affiliated 
with Howard, Weil, Labouisse, 
Friedrichs & Company, 222 
Carondelet St.. members of the 
New Orleans and Midwest Stock 
Exchanges. 
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The State of Trade and Industry 


same inventory that looked very big in March might look pitifully 
small in June—if steel production seems threatened by a strike. 

United States vehicle manufacture edged downward about 
4% last week, following the 2l-week high of 144,698 vehicles 
reached during March 15-20, according to “Ward’s Automotive 

’ Reports.” 

The dip saw only six car makers and five truck builders at 
higher levels than in the preceding week as the industry eased 
up slightly before the month-end drive which should put both 
March car and truck counts almost 18% above February. 

The weekly publication estimated that final March passenger 
ear and truck totals will hit 524,000 and 101,000 units, respectively, 
compared, to 443,225 and 85,916 a month ago. Three extra work 
days account for most of the upsurge, since many of the producers 
are holding to on-again, off-again schedules in order to relieve 
field stocks. 

Nevertheless, states this statistical agency, March volume is 
equivalent to 6,300,000 cars and 1,200,000 trucks, annually despite 
four-day programs at some plants and complete shutdowns at 
other factories for inventory adjustments. 

To date in 1954 cumulative United States car and truck pro- 
duction is running almost 9% under the same 1953 period, with 
1,629,246 vehicles assembled against 1,796,794 a year ago. 


Steel Output Expected to Ease Slightly in Latest Week 


First faint signs of an upturn in steel production are evident, 
says “Steel,” the weekly magazine of metalworking. 

Although steel ingot production continued to decline last week, 
there were more ups and downs in order placement. That’s note- 
worthy, for the new orders placed now determine the ingot rate 
in the next month. The present ingot rate reflects orders booked 
several weeks ago, and then ordering was shrinking, states this 
trade weekly. 

Ordering is not brisk, but at least there are evidences of im- 
provement. As sluggish as demand for steel plate has been thus 
far this year, some producers in looking back over the last two 
or three weeks detect a mild uptrend. It is so slight it is scarcely 
discernible in day-to-day trading but it’s apparent when viewed 
from a greater distance, declares this trade magazine. 

The return of seasonal aspects to the steel business is account- 
ing for some of the improvement in ordering and among the 
products showing a seasonal upturn are merchant wire goods. 
One producer of these revealed a “minor landslide” in orders. 
As a result, this company is needing three weeks to make delivery. 
A month ago orders were being filled almost immediately. Sales 
of manufacturers’ wire do not show the improvement of merchant 
wire. However, sales of manufacturers’ wire in the Chicago area 
are running between 10 and 15% over January and February, 
and April looks promising for further improvement, continues 
“Steel.” 

Another suggestion that the decline in steel demand is halting 
is the improved undertone in the scrap market, concludes “Steel.” 

One other industry sensitive to the changes in industrial ac- 
tivity is noticing a slight improvement in business. That is the 
bolt and nut industry. It was one of the first to feel the present 
business decline. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies having 96.1% of the steelmaking 
capacity for the entire industry will be at an average of 68.0% of 
capacity for the week beginning March 29, 1954, equivalent to 
1,621,000 tons of ingots and steel for castings, as against 1,624,000 
tons and 68.1% (actual) a week ago. 

The industry’s ingot production rate for the weeks in 1954 is 
now based on annual capacity of 124,330,410 tons as of Jan. 1, 1954. 

For the like week a month ago the rate was 70.7% and pro- 
duction 1,686,000 tons. A year ago the actual weekly production 
was Placed at 2,190,000 tons or 97.1%. The operating rate is not 
comparable because capacity was lower than capacity in 1954. The 
percentage figures for last year are based on annual capacity of 
117,547,470 tons as of Jan. 1, 1953. 


Electric Output Trends Lower in Past Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, March 27, 1954, 
was estimated at 8,491,000,000 kwh., according to the Edison Elec- 
tric Institute. 

The current figure represents a decrease of 81,000,000 kwh. 
below the preceding week, but an increase of 416,000,000 kwh., or 
5.2% over the comparable 1953 week and 1,228,000,000 kwh., over 
the like week in 1952. 


Car Loadings Show Slight Gain Over Previous Week 


Loadings of revenue freight for the week ended March 20, 
1954, increased 76 cars, or 01% above the preceding week, ac- 
cording to the Association of American Railroads. 

Loadings totaled 609,959 cars, a decrease of 91,106 cars or 
13% below the corresponding 1953 week, and a decrease of 110,050 
cars or 15.3% below the corresponding week in 1952. 


U. S. Auto Output Dips 4% Following a 21-Week Peak 

Automotive production for the latest week dipped about 4% 
following a 21-week peak reached during the March 15-20 period, 
according to “Ward’s Automotive Reports.” 

The industry, “Ward’s” states, assembled an estimated 116,- 
782 cars last week, compared with 112,097 (revised) in the pre- 
vious week. A year ago the weekly production was 139,216. 

Last week, the agency reported there were 22,133 trucks made 
in this country, as against 22,601 (revised) in the previous week 
and 31,594 in the like 1953 week. 

“Ward’s” estimated Canadian plants turned out 8,144 cars and 
2,039 trucks last week, against 8,198 cars and 1.999 trucks in the 
preceding week and 7,940 cars and 2,939 trucks in the comparable 
1953 week. 


Business Failures Rise Above Preceding Week 


Commercial and industrial failures increased to 277 
week 


in the 
ended March 25, from 243 in the preceding week, Dun & 
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Bradstreet, Inc., reports. This upswing lifted casualties to a tevel 
equalled in February this year but not exceeded since May, 1941. 
Considerably more business failed than the 188 in the comparable 
week a year ago or the 164 in 1952. However, mortality continued 
21% below the prewar toll of 350 in the similar week of 1939. 


Wholesale Food Price Index Attains Second Highest 


Point on Record 

Continuing its upward trend, the Dun & Bradstreet whole- 
sale food Price index advanced sharply last week to the highest 
level in almost six years. The index went from $7.27 last week 
to $7.34 on March 23. This topped the previous peak of,$7.31 on 
Feb. 20, 1951, and it was exceeded only by the all-time high of 
$7.36 recorded on July 13, 1948. The current number refiects a 
rise of 14.5% over a year ago when it stood at $6.41. AX 

The index represents the sum tota! of the price per #ound 
of 31 foods in general use and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Again 


Shows Mild Gains 

The daily wholesale commodity price index, compiled by 
Dun & Bradstreet, Inc., continued to edge mildly upward last 
week to reach the highest level since mid-September. The March 
23 index at 278.57, compared with 278.52 a week earlier and-with 
282.06 on the like date a year ago. ; 

Grain markets were somewhat easier with prices fluctuating 
irregularly as the trade awaited the Government report on farm- 
er’s intentions to plant. The report, issued on Friday, fwo week 
ago, pointed to a corn acreage this year of 81,037,000, or only 
366,000 acres below last year. It also indicated that there would 
be ample supplies of wheat and other feed grains at the end of 
the current crop year. 


Wheat prices declined rather sharply the past week, influ- 
enced by the generally favorable outlook for Winter wheat and 
the huge quantities of wheat under Gevernment control estimated 
at about 970,000,000 bushels. 


Oats and rye moved in narrow limits and showed little change 
for the week. Trading in grain and soybean futures on the Chi- 
cago Board of Trade declined last week to a daily average of 
about 43,000,000 bushels, from 62,000,000 the previous week and 
cempared with 34,200,000 in the same week last year. 


Following irregular movements early in the period, coffee 
resumed its climb to the highest levels in history, in the wake of 
another round of price advances is roasted coffee, amounting to 
five cents a pound. 


The latest rise reflected active demand for spot supplies, the 
continued unbalanced supply-demand situation and the delay in 
arrival of green coffee from producing countries by the wildcat 
strike of dock workers, 

Although moving in a narrow range, spot cotton prices con- 
tinued to trend mildly upward. Helping to sustain values were 
domestic and foreign price-fixing, lessened prospects of a flexi- 
ble price support program and continued dryness in the south- 
western portions of the belt. 


Trade Volume Spurred by Easter Buying and 
Sales Promotions 


Despite inclement weather in many parts of the nation, shop- 
pers increased their spending slightly in the period ended on 
Wednesday of last week. The approach of Easter and many re- 
duced-price promotions were generally credited with the im- 
provement in buying. 

However, most retailers and particularly apparel merchants 
had smaller sales figures than a year ago when Easter shopping 
was nearing its p@ak. 


The total dollar volume of retail trade in the week was esti- 
mated by Dun & Bradstreet, Inc., to be from 3% below to 1% 
above the level of a year ago. Regional estimates varied from 
the levels of a year ago by the following percentages: New Eng- 
land —4 to 0; East and Midwest —3 to +1; South and Southwest 
—2 to +2; Northwest and Pacific Coast —1 to +3. 

The most noticeable gains in the demand for apparel were in 
the South and Southwest which hed been hampered by unseason- 
able weather. Although shopper’s interest was verceptibly below 
the year-ago level, many merchants looked for a near-record sales 
volume for the entire Easter shopping season. Among the most 
frequently purchased items were women’s coats, men’s suits and 
children’s outerwear. There continued to be some hesitancy in 
the buying of luggage, cosmetics and other items bearing ex- 
cise taxes. 

Shoppers for household goods displayed noticeable price con- 
sciousness last week and continued to favor stores offering sizable 
price-discounts. Among the most favored items were infra-red 
broilers, small TV sets, decorating materials and hardware. 

Trading activity in many wholesale markets quickened sea- 
sonally in the period ended on Wednesday of last week. 

However, the total dollar value of wholesale orders remained 
somewhat below the high level of a vear ago. 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended March 20, 
1954, dcreased 13% below the level of the preceding week. In 
the previous week, March 13, 1954, a decrease of 8% was reported 
from that of the similar week in 1953. For the four weeks ended 
March 20, 1954, a decline of 9% was reported. For the period 

Jan. 1 to March 20, 1954, department store sales registered a 
decrease of 4% below the corresponding period of 1953. 

Retail trade in New York last week dropped below the level 
of the like week in 1953. Heavy rains on Thursday of the past 
week cut sales volume and the fact that Easter this year is 
two weeks later was also a factor to be considered. 

According to the Federal Reserve Board’s index department 
store sales in New York City for the weekly period ended March 
20, 1954, registered a decline of 11% below the like period of last 
year. In the preceding week, March 13, 1954, a decline of 7% (re- 
vised) was reported from that of the similar week of 1953, while 
for the four weeks ended March 20, 1954, decrease of 6% was re- 
ported. For the period *Jan. 1 to March 29, 1954, a decline of 2% 
was registered under that of the 1953 period. 





*Comparison period begins with the Jan. 4-9 week in 1954 and with the 
Jan. 5-10 week in . 
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The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first ‘column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous Month Year 
Week Ago Ago 
*o8.1 70.7 97.1 
1,624,000 1,686,000 2,190,000 
o ¥, 
6,458,300 6,319,650 6,488,900 
6,883,000 ‘7,156,000 7,099,000 
23,313,000 24,585,000 23,256,000 
2,764,000 3,120,000 2,866,000 
10,116,000 10,982,000 10,338,000 
8,362,000 8,573,000 8,944,000 
179,583,000 177,364,000 163,324,000 
19,020,000 19,421,000 18,492,000 
65,574,000 69,728,000 59,751,000 
45,973,000 46,215,000 41,844,000 
609,883 618,623 701,065 
595,585 602,299 670,762 
$215,384,000 $225,724,000 $344,055,000 
115,621,000 115,113,000 233,623,000 
99,763,000 110,611,000 110,432,000 
92,216,000 78,683,000 80,644,000 
7,547,000 31,928,000 29,788,000 
6,940,000 7,225,000 8,238,000 
488,000 583,000 524,000 
92 86 109 
8,572,000 8,396,000 8,075,000 
243 204 188 
4.634c 4.634c 4.376c 
$56.59 $56.59 $55.26 
$23.33 $24.33 $44.25 
29.675c 29.675¢ 28.575c 
29.350c 28.700c 34.575c¢ 
92.000c 85.000c 121.500c 
13.000c 12.500c 13.500c 
12.800c 12.300c 13.300c 
9.750c 9.250c 11.000c 
110.12 99.47 94.05 
110.88 109.60 106.92 
116.02 115.04 109.97 
113.12 111.81 109.06 
110.34 109.24 106.21 
104.66 103.13 102.63 
109.42 107.27 105.00 
110.70 109.97 106.21 
112.56 111.62 109.24 
2.49 2.54 2.92 
3.12 3.19 3.34 
2.85 2.90 3.17 
3.00 3.07 3.22 
3.15 3.21 3.38 
3.47 3.56 3.59 
3.20 3.32 3.45 
3.13 3.17 3.38 
3.03 3.08 3.21 
431.7 426.7 416.2 | 
253,105 217,650 207,239 
243,388 232,388 247,375 
91 89 95 
410,285 340,049 476,361 
107.92 107.25 107.33 
988,111 1,035,184 843,085 
$46,695,026 $39,984,135 $38,802,107 
990,361 987,704 819,250 
7.347 6,894 4,866 
983,014 980,810 814,384 
$42,748,729 $36 894,623 $32,666,549 
299,090 294,440 267,480 
299,090 294,440 267,480 
301,460 280,820 302,770 
299,600 439,640 347,570 
6,124,870 9,491,410 8,829,340 
6,424,470 9,931,050 9,176,910 
691,160 924,720 999, 650 
135,140 180,620 167,060 
481,080 757,930 759,240 
616,220 938,550 926,300 
190,780 282,500 272,820 | 
12,900 23,600 13,200 | 
148,390 253,410 247,780 
161,290 277,010 260,980 
232,902 482,368 286,200 
31,450 56,420 72,340 
234,181 367,310 384,435 
265,631 423,730 456,775 
1,114,842 1,689,588 1,558,670 
179,490 260,640 252,600 | 
863,651 1.378.650 1,391,455 | 
1,043,141 1,639,290 1.644,055 
110.6 110.5 110.0 
98.8 98.1 99.0 
104.7 105.2 105.0 
92.0 93.3 94.7 
114.3 114.3 113.4 
new annual capacity of 124,330,410 tons a 


Latest 
AMERICAN IRON AND STEEL INSTITUTE: Weex 
Indicated steel operations (percent of capacity) ...--...-- Mar. 6 $08.0 
Equivalent to— 
Steel ingots and castings (net tons) a Mar. 6 $1,621,000 
AMERICAN PETROLEUM INSTITUTE: 

Crude off and condensate average (bbis. of 

43 RING, BO clk tng mnwen cnn oon =e Mar. 20 6,461,150 
Crude runs to stilils—daily average (bblis.) _.....___------- Mar. 20 17,013,000 
ee EC ee Mar. 20 23,460,000 
enerens GEES CEOs once nttweenqeenencsnenncewseoen Mar. 20 2,365,000 
Distillate fuel oil output (bbis.)_....._...-------------~---- Mar. 20 10,758,000 
Residual fuel oil output (bbis.)..._______-____---_.-.-_.--__ Mar. 20 8,399,000 
Stocks at refineries, bulk terminals, in transit, in pipe lines— 

Pinished and unfinished gasoline (bbis.) at...--~~~---- Mar. 20 179,399,000 

aT OO a ae ee Mar. 20 18,050,000 

nn OO Mar. 20 63,341,000 

v=" | F i «fe Mar. 20 44,507,000 

ASSOCIATION OF AMERICAN RAILROADS: : 
Revenue freight loaded (number of cars)--_...__------- Mar. 20 609,959 
Revenue freight received from connections (no. of cars). Mar. 20 590,590 

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: . 
I citing emmnnin Mar 25 $283,564,000 

PRES GEE nc cecdncosenweditmocecaseeosncesae Mar.25 163,272,000 

ECE ee ee Sikedieun Mar. 25 120,292,000 
Goats and municipal....._.......-.....—---......-..---- Mar. 25 99,031,000 
Federal ......-.------------------------------+----- Mar.25 21,261,000 

COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (tons)_...-----------~------ Mar. 20 6,750,000 
Pennsylvania anthracite (toms) ~--.---------~----------- Mar. 20 510,000 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 2 

SYSTEM—1947-49 AVERAGE — 100 ____-------------- ar. 20 95 

EDISON ELECTRIC INSTITUTE: 

Electric output (in 000 kwh.)_--.~------~--------------- Mar. 20 8,491,000 

FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & vl 

BRADSTREET, INC.___...--~------------------------- Mar. 25 277 

TRON AGE COMPOSITE PRICES: waeie 
Finished ‘steel (per lb.) _.....----.---_------ PE SA. Mar. 23 6: 4 
Pig irem (per gross ton) __--......---------------------- Mar. 23 oe6.5e 
Scrap steel (per gross ton)------------------------------ Mar. 23 $24.17 

. METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— : 

Demesntic reflmery at...._...........-.._---.------------ _ a6 opts 
Export refinery at--~~.-.-.--..----------------------- Mar 2 ~¥o oo 

Straits tin (New York) at__....-------~--- - 4 = — 

gS eee ee : fee aes ar - 13.0000 

ee fe ay Pe er + od a + 

Sinc Giast St. Louis) at.._.........-------------------- MM. < 15 

MOODY’S BOND PRICES DAILY AVERAGES: — 

U. 8S. Government Bonds_-_~.-----~-----~-~--- aia ---- Mar od Aya 

eS SEEN TTS 116.02 

te  dnanedee ‘ ~_ Mar. 30 113.12 

(gout: me is OE Pee get TEN ~_ Mar. 30 110.34 

pk oe ae a SCR i ile RIE Mar. 30 104.48 

OO OOS SOO OO . © C ° 

Railroad Group ------~------------------ ii ym - —e 

Public Utilities Group__..--.---~---------- . eter 4 112.18 

Industrials Group__-_--.-.---------------- ta 3 ' 

MOODY’S BOND YIELD DAILY AVERAGES: ~ - ase 

U. S. Government Bonds__~...---~------- = owed : 7 

Average corporate---_-------------------- a : > a8 

(lb cea rc RRC SN ROR __ Mar. 30 3.00 

Te <andpemianannenaaknnamnnensn so -____ Mar. 30 3.15 

ous hia) PORE LIE OI, -____. Mar. 30 3.48 

ee - 3.19 

Railroad Group ---------------------- a> See ar 

Public Utilities Group__.-~------------- . Mar 30 308 

Industrials Group _.__.__----------- — : “i Bi yo 

MOODY’S COMMODITY week......- Mar. . 39 

NATIONAL PAPERBOARD ASSOCIATION: va" ois ane 

Orders received (tons) ------------~---- -- — = aaa aa 

Production (tons) —---.----------------- . mel 4 2 w= 

Percentage of activity__..---------- - a ey 

Unfilled orders (tons) at end of period ar. 20 375,15 

OL, PAINT AND DRUG REPORTER PRICE INDEX— Sage leis 

1949 AVERAGE =— 100 _.-.-------------- — Mar. 26 98.03 

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF O - 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases) — a 
Number of shares_---------------------- --Mar. 13 905,313 
Detter valine. .._.._. _- _ -----------------~--~--;----"" Mar. 13 $40,655,258 

Odd-lot purchases by dealers (customers’ sales) t— aie 
Number of shares—Total sales-_----------- -- --Mar. 13 977,923 

Customers’ short sales_._---------- _ . --~Mar. 13 7,792 
Customers’ other sales____--------- ---- -------Mar.13  _ 97€,131 
Dollar value —_--.-------------------------~-- -Mar.13 $41,514,314 

Round-lot sales by dealers— a Seat 

Number of shares—Total sales_----- ~<2------- Mar 13 32,440 
Short sales _.-----~------------------ Mar 13 er 
Other sales —_--.---------------- --- --- Mar. 13 332.440 

Round-lot purchases by dealers— - . os sbie 
Number of shares--_.------------------------- Aye ar. 13 256,55 

ToT. ND-LOT STOCK SALES ON THE N. Y. STOC 

SE OnANGE AND ROUND-LOT STOCK TRANSACTIONS 
FOR ACCOUNT OF MEMBERS (SHARES): 
Total — — aie ent ann 
se ts tie Sali Mar. 6 10,113,300 
ee... Mar. 6 10,537,500 
M- 
-LOT TRANSACTIONS FOR ACCOUNT OF ME 

BOERS. EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered— 

Total purchases -------~------------- Mar. 6 1,075,860 
Short sales ~------------------------ ----Mar. 6 215,930 
Other sales --------~------------ -< Mar. 6 874,860 

Total sales .—- ---- Mar. 6 1,090,790 

Other transactions initiated “on “the ‘floor- . oP 

Total purchases -------~------------ - --- Mar. 6 373 000 
Short sales ._----------------------— snac Mas. 6 22 500 
Other sales ---------------------- ---=- Mar. 6 346,900 

Total sales ..---- ~Mar. 6 369,400 

Other transactions initiated off “the ‘floor- . onion 

Total purchases --------—-—--------- Mar. 6 57,126 
Short sales _.------------------------ -- } att, 008 
Other gales ...--~.--------------- - Mar 6 a18 po 

Total sales ...-_- ~-Mar. 6 « 8.675 

Total round-lot transactions for “account of members i? ee 

Total purchases ~.-------------- — ¢ ——— 
Short sales -----------------------~ Mat ‘ 1.599.435 
Other sales ~--------------------- Ma! ‘ 1.878.865 

Total sales _.__-------------------- " 

WHOLESALE PRICES, NEW SERIES — U. 58. DEPT. OF 

LABOR — (1947-49 = 100): 

Commodity Group— — 08 
All gpm © ene meena eee EEE Mar. 23 99 6 
Parm products_--.------------------- star 23 104.8 
Processed foods...---------------- - . ~t oy 
An Oe ambainies “other than farm and foods Mar. 23 114.4 

r of ” ude ri ased on 

° d figure. ‘Includes 738, 000 barrels of for ign crude tr an 

{J eg as against the Jan 1. : 53 basis of 117,547.4 70 ton . a 

nolis : ntroduction of Monthly Investmen Plan 











*Number of orders not reported since i 
































Latest Previous Year 
Month Month Ago 
BANK DEBITS—BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM—Month 
of February (‘in thousands)__._._.._-._._.._._ $141,933,000 $168,596,000 $129,163,000 
BUSINESS INVENTORIES — DEPT. OF COM- 

MERCE NEW SERIES—Month of January 

(millions of dollars): 
Menufacturing: .............. Ji puen — $46,412 *$46,722 $44,330 
Wholesale willie btethdedidnhtnthes i 11,757 *11,687 11,282 
Retail cangurendiieein aes Reniile 22,572 *22,661 21,518 
yo) a icin entinithie thytintaaitnes toi alin $80,741 *$81,070 $77,130 
CASH DIVIDENDS—PUBLICLY REPORTED BY 
U. 8S. CORPORATIONS — U. 8S. DEPT. OF 
COMMERCE — Month of ene (000's 
omitted) Per ae RP Fs. eckubea $689,500 $1,715,200 $548,100 
COMMERGIAL PAPER OUDPSTANDING—FED- 

ERAL RESERVE BANK OF NEW YORK— 

As of Feb. 28 (000's omitted)_........_-_- $701,000 $620,000 $511,000 
COTTON GINNING (DEPT. OF eirneomcenesndiil 

I GG Ee paeeanee.* .~ sseeak 14,954,575 
DEPARTMENT STORE SALES—SECOND FED- 

ERAL RESERVE DISTRICT, FEDERAL 

RESERVE BANK OF N. Y. — 1947-1949 

Average 100-—-Month of February: 

Sales ‘average monthly}, unadjusted________ 75 79 73 

Sales ‘average daily), unadjusted 83 81 81 

Sales ‘average daily), seasonally mere 102 101 100 

Stocks, unadjusted = ‘ ' 104 98 *109 

Stocks, seasonally adjusted SA 107 111 *112 

LIFE INSURANCE—BENEFIT PAYMENTS TO 
POLICYHOLDERS — INSTITUTE OF LIFE 
INSURANCE—Month of satan 

Death benefits a -.--.--- $172,796,000 $191,711,000 $169,068,000 

Matured endowments __. ain wits agp ticonns 50,744,000 49,345,000 42,909,000 

Disability payments --- Pies 5am 10,242,000 9,495,000 9,851,000 

Annuity payments — a a ee 49,115,000 37,426,000 42,973,000 

Surrender values PPE Sameer 65,474,000 64,579,000 53,217,000 

I Reve Oe FS. eae fee 2 - 89,160,000 128,668,000 81,023,000 
TE acute ncdctosnhewosdecdédacncmnaans GET) eee 

LIFE INSURANCE PURCHASES — INSTITUTE 
OF LIFE INSURANCE — Month of Jan. 
(000’s omitted): 

Ordinary darts al Na $1,712,000 *$2,200,000 *$1,642,000 

Industrial  — Se ‘ 432,000 477,000 450,000 

Group On EE, he CE 450,000 1,105,000 267,000 
Total ihectiintiae $2,594,000 *$3,782,000 ° $2,359,000 

MANUFACTURERS’ INVENTORIES & SALES 
(DEPT, OF COMMERCE) NEW SERIES— 
Month of January (‘millions of dollars): 
Inventories— 
Durables $26,535 *$26,752 $24,565 
Nondurables 19,877 *19,970 19,765 
Total é ; $46,412 *$46,722 $44,330 
Sales lea 23,705 *24,126 24,507 
MONEY IN CIRCULATION—TREASURY DEPT. 
—As of Jan. 31 (000’s omitted) $29,981,000 $30,781,000 $29,691,000 
NEW YORK STOCK EXCHANGE—As of Feb. 
28 (000's omitted) 
Member firms carrying margin accounts— 
Total customers’ net debit balance: $1,687,885 $1,689,558 $1,349,944 
Credit extended to customers = 34,976 34,074 29,983 
Cash on nand and in banks in U. S. 308,951 310,857 329,367 
Total of customers’ free credit balances 768,238 741,097 730,283 
Market value of listed shares 124,905,523 123,189,862 119,748,972 
| Market value of listed bonds 107,646,029 101,246,212 100,116,892 
| Member borrowings on U. S. Govt. issues 122,344 138,448 43,932 
Member borrowings on other collateral 1,084,826 1,124,536 934,666 
PERSONAL INCOME IN THE UNITED STATES 
(DEPARTMENT OF COMMERCE )—Month 
of January (in billions) 

Total personal income $282.5 *$284.6 $280.6 
Wage and salary, receipts, total 194.9 *196.3 192.8 
Total employer disbursements 190.5 *192.5 188.8 

| Commodity producing industries 85.2 "86.4 86.38 
Distributing industries 52.2 *52.2 50.2 
| Service industries 24.0 24.2 22.7 
Government 33.5 33.5 33.1 
Less employee contributions for social in- 
surance 48 *4.1 4.1 
Other labor income 5.1 5.1 5.1 
Proprietors and rental income 50.0 *50.3 51.6 
Personal interest income and dividends 22.8 *22.7 21.6 
Total transfer payments 14.5 14.8 13.5 
Total nonagricultural income 265.2 267.2 261.1 
PRICES RECEIVED BY FARMERS — INDEX 
NUMBER —U. 8S. DEPT. OF AGRICUL- 
TURE — September, 1909-July, 195! 100 
| As of January 15 
| Unadjusted 
All farm products 259 254 268 
| Crops 240 238 254 
| Food grain 233 230 245 
Feed grain and hay 207 205 222 
Tobacco 420 427 419 
Cotton 254 260 253 
Fruit 222 237 220 
Truck crops 271 224 263 
| Oil-bearing crops 268 269 291 
Livestock and products 277 269 281 
Meat animals 309 285 303 
Dairy product 274 282 294 
Poultry eggs 213 218 218 
PROSPECTIVE PLANTING FOR 1951—U. S. 
CROP REPORTING BOARD — ACREAGES 
IN THOUSANDS—As of March 1 

Corn, all 81,037 ™ 81,403 

All spring wheat 16,657 . . 21,903 
Durum 1,490 2,103 
Other spring 15,167 19,800 

Oats 47,256 44,015 

Barley 14,095 9,597 

Flaxseed 5,383 aque 4,560 

Rice 2,360 2,181 

Scrghum for all purposes 18,664 14,604 

Potatoes 1,634 1,532 

| Sweetpotatoe 357 — 356 

Tobacco 1,630 1,638 

| Beans, dry edible 1,640 1,437 

Peas, dry field 321 7 2t0 

Sovbeans 18,075 a 16,0865 

Peanut 1,942 a “— 1.884 

Hay 75,793 73,918 

Sugar beet 944 7 792 
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Our Present Gold Policy 
Should Stand 


zoust lie in their faith that their 
government will conduct itself 
efficiently and prudently — that 
all of its policies, and particularly 
its budgetary and fiscal and 
ynonetary arrangements, will be 
wionest and competently con- 
ducted. Nevertheless, a fixed re- 
Sationship between gold and the 
«urrency of a country gives an 
added element of confidence and 
security. 

In recent years the link be- 
tween the dollar and gold has 
epresented a basic stable rela- 
tionship in an unstable world 
<conomy. Economic values the 
world over have been measured 
jn terms of the United States dol- 
Bar. 

Our Present Gold Policy 

Now, I should like to review 
just what our present gold policy 
4s, and how it got that way. 


You will recall that in the 
®anking holiday in March, 1933, 
“we stopped redeeming currency 


#n gold, and in April, under emer- 
gency legislation, the public was 
wequired to surrender gold coin 
aad gold bullion to the govern- 
enent. 


The Agricultural Adjustment 
Act of May, 1933, gave the Presi- 
<tent power to alter the gold con- 
tent of the dollar. Under emer- 
@ency authority a series of in- 
«Teases in the price of gold was 
snade. The Gold Reserve Act of 
3934 in effect confirmed the pre- 
wious emergency actions and gave 
fhe Secretary of the Treasury 
read powers in buying and sell- 
éng gold and issuing regulations 
with respect to gold. Thereupon 
fhe President, in January, 1934, 


established the dollar value of 
#old at $35 per ounce, an increase 


of 69% from the value maintained 
for over 140 years. 

Since January, 1934, there has 
been no change in the official 
price of gold. The President’s 
power to change the gold con- 
tent of the dollar lapsed in 1943. 
The Bretton Woods Act of 1945 
in substance terminated the 
power of the Secretary of the 
Treasury to buy or sell gold at 
other than the established price 
of $35 an ounce. 

Under present laws and regula- 
tions this country is on what may 
be termed an international gold 
bullion standard. We buy and 
sell gold freely with other coun- 
tries through their central banks 
and treasuries at the price of $35 
an ounce, plus or minus a han- 
dling charge of one-fourth of one 
percent. 

We do rot coin gold. We do not 
allow our citizens to hold gold 
except in industry and the arts 
and as jewelry, or collectors’ 
items. Individuals and businesses 
cannot export gold without li- 
cense. Our citizens can buy gold 
dust but have shown little in- 
terest in doing so. 

Our rules governing our citi- 
zens in these matters are basically 
similar to those of other coun- 
tries with developed economies. 
There is no one of these coun- 
tries where the central bank or 
treasury redeems its currency 
freely in gold coin, though in a 
number of countries the citizens 
can buy gold in a so-called “free 
market,” at whatever price it may 
be available. 

Since the removal of unneces- 
sary restrictions on the citizen is 
a steadfast objective of this Ad- 
ministration, we are reviewing 
the regulations concerning gold, 


TABLE I 
Ww. S. Gold Reserve vs. Requirements and Poteutial Claims 1922-53 
(In millions of dollars) 


A) ) 

U.S. Gold U. qo on, ayn Total of 
Sind of Year Reserves Geld Reserves Dollar Balances Aand 8 
a 3,506 1,636 1,009 2,695 
 - ia 3,324 1,652 997 2,649 
a 4,090 1,599 1,237 2,836 
ETE ee 3,985 1,558 1,193 2.751 
Se 4,083 1 564 1,639 3,203 
PE 3,977 1,624 2,591 4,215 
inn aawdeo 3,746 1.621 2,483 4,104 
ke TS 3,900 1611 2.673 4.284 
as iii inictendhap 4,225 1.562 2,335 3,897 
| ae 4,052 1,781 1,304 3,085 
RE a 4,045 1 967 746 2,713 
ee 4,012 2,166 392 2,558 
ae 8,259 | 2,729 670 3,399 
eA 10,124 3.610 1,301 4911 
TT 11,422 4,101 1,623 5,724 
ae . 12,790 4,170 1,892 6,063 
PE I a 14,591 5.099 2,158 7,257 
ETS I 17,800 6,354 3,221 9,575 
aa 22.042 7,897 3,938 11,835 
ae 22,761 8.310 3,679 11,989 
22,739 9,997 4,205 14,202 
1943. s- when 11.902 5,375 17,277 
Seer 20,63 1 14,350 5,820 20,170 
a 20,083 10.868 7,074 17,942 
aera 20,706 10.73 6,481 17,212 
Sra 22,868 11,294 7,135 18,429 
ES 24,399 11.894 7,756 19,650 
Ee 24,563 10,753 7,623 18,376 
1950___ : 22,820 11,005 9,222 20,227 
ar 22,873 11,720 9,302 21,022 
EP 23.252 12.055 10,731 22,786 
ses op anaiids 22,090 12,151 11,771 23,922 
1954, Jan. 31__ 22,044 11,799 11,947 23,746 


LTiInmcludes $2,306 million, 


the increment 
the weight of the gold dollar, January 1934. 


resulting from the reduction in 


2 Data are based on three somewhat differing series, as follows: 1922-1928, 
estimates based on 1929 figure, adjusted for previous years by changes in 
foreign banking claims on the United States as published by the Department 
of Commerce ; 1929-1933, as reported to the Federal Reserve Bank of New York 
hy banks in New York City; 1934-1953, as reported to the Treasury Depart- 


ment by banks in the United States. 


Data represent short-term dollar balances 


of foreign official and private institutions and of international organizations. 
For the period 1944-1953, holdings of U. S. Government securities maturing 
within 20 months after date of purchase are included. 


SOURCES: Foreign Short-Term Dollar Balances: Department of Commerce, 
The United States in the World Economy; Board of Governors of 
the Federal Reserve System, Banking and Monetary Statistics; 
Monthly Treasury Bulletin and Federal Reserve Bulletin. 


: U. S. Gold Reserves and Required Gold Reserves: 


¢ 
‘ 


1922-1941 Banking and Monetary Statistics. 
1942-1953 Federal Reserve Bulletin. . 44s 


in an endeavor to find ways in 
which we may reduce the admin- 
istrative burdens which they im- 
pose on individuals and firms. 
We hope that present conditions 
in the world’s economy will per- 
mit us to publish soon certain 
simplifications of the gold regula- 
tions, which I believe will be 
welcomed, although they will not 
involve any modification of our 
general gold policy. 

The object of our policy and 
regulations is to protect our gold 
reserves, which support the value 
of money and can be used to settle 
international balances. The United 
States holds $22 billion of gold out 
of the world’s monetary stock of 
gold of $36 billion. This huge 
stock of gold is a bulwark for 
confidence in the value of cur- 
rency. In a world of great uncer- 
tainties it is one of the anchors 
of value on which business trans- 
actions depend. 

It has been said sometimes that 
the gold in Fort Knox and other 
Mint institutions is idle and use- 
less. Nothing could be less true. 
This gold is the legal reserve of 
the Federal Reserve System 
against its deposits and currency 
in circulation. The knowledge all 
over the world that the United 
States dollar has back of it this 
stock of gold coupled with the 
intention and the assured ability 
to maintain a constant price of 
gold, is at least one firm basis 
for measuring world values. It is 
a major reason why the dollar 
can be used everywhere to settle 
international transactions. 

In summary, this is our present 
gold policy: we are maintaining 
an assured ability to support a 
constant relationship between gold 
and the dollar — a relationship 
which is as important to foreign 
countries as it is to us. 

This continuing and unchanging 
link is, in fact, the most important 
part of our policy. It is more im- 
portant than the redeemability of 
currency into gold. It is a point of 
stability in a world which sorely 
needs a stable basis upon which 
to build a secure and healthy in- 
ternational economy. 


Changes in Policy Proposed by 
Bills 


One of the questions raised by 
the bills before you is whether 
it is now wise to reduce the 
restrictions which we have main- 
tained to protect this monetary 
reserve. Can we safely now run 
the risk of letting both our own 
people and people elsewhere draw 
down this gold freely and per- 
haps dissipate it so that the 
strength of our monetary reserves 
is impaired” 

It is the position of the Treas- 
ury that it would not be wise now 
to take the risk of a major step in 
relaxing restraints. We still live in 
a very uncertain world. A large 
part of the world’s new gold pro- 
duction has been vanishing into 
gold hoards and becoming un- 
available for monetary reserves. 
Until the public temper is one of 
greater security, it would be un- 
wise to expose our gold freely to 
the hoarder. 

In making basic changes of 
policy, it is desirable to act 
courageously and firmly. But it is 
just as important to avoid acting 
prematurely. Premature moves 
invite the possibility of having to 
reverse the steps taken, perhaps 
under crisis conditions. And a re- 
treat from an important advance 
can cause damage which far ex- 
ceeds the benefits derived from 
the original advance. 

Since the end of the war 
free world has experienced a 
series of crises. Some of these 
crises have been political in ori- 
gin, arising out of the division be- 
tween free nations and _ those 
dominated from Moscow. A state 
of international tension has been 
punctuated at intervals by physi- 
cal aggression or the threat of ag- 
@ression. Each of these attacks 
upon the security of the world has 
caused widespread political un- 
rest and, as always, people all 
over the world have sought the 


the 









safety of gold during such in- 
termittent crises. I wish we were 
able to predict, today, that there 
would be no further disruptions of 
this sort. Unfortunately, we can- 
not make that prediction and a 
prudent government cannot act 
upon a basis of wishful thinking. 

Other crises which have swept 
the world in recent years have 
been economic in origin. When 
severe, these crises have shaken 
the exchange rates of the coun- 
tries concerned. Whether severe 
or not, they have put pressures on 
their gold reserves. The United 
States gold stock has been a focal 
point which feels the impact of 
these crises. 

Mr. Chairman, with your per- 
mission, I will place in the record 
a table which shows by years the 
gold stock of the United States, 
and the required legal reserves of 
the Federal Reserve System, and 
also foreign holdings of bank bal- 
ances or short-term investments 
in the United States which are 
potential claims on our gold. 

As shown in Table I, between 
the end of World War II and the 
exchange rate adjustments of 1949, 
our gold reserves increased aimost 
one-fourth, from $20 billion to al- 
most $25 billion. The more real- 
istic currency and price relation- 
ships which foreign countries 
achieved from the devaluations, 
and the added windfall from our 
large imports of goods after the 
fighting began in Korea—as well 
as the support afforded by the 
continuing flow of American as- 
sistance and United States Gov- 
ernment expenditures abroad 
caused foreign reserves to rise; so 
that our gold stock fell to $22 bil- 
lion by the middle of 1951. 

Then, as foreigners again began 
to demand relatively more of our 
goods, they once more found it 
necessary to send us gold. Our re- 
serves rose $11'+ billion dollars be- 
tween August, 1951 and April, 
1952. 

There soon followed a substan- 
tial improvement in the economic 
stability of important countries 
overseas. This greater stability 
was reflected in a renewed out- 
flow of gold from the United 
States. We have sold $1'% billion 
worth of gold to foreign countries 
in the last 18 months. 

This ebb and flow of strength 
and confidence in foreign coun- 
tries, which in large part ac- 
counted for these successive in- 
creases and decreases of our gold 
reserves, was reflected also in 
changes in the price of gold in 
markets throughout the world. 
This is shown in the second table 
which I should like to lay before 
the Committee. 


The figures in Table II, derived 
from publications of the Inter- 
national Monetary Fund, are for 
gold bars and you will note the 
fluctuations in price and the re- 
cent trend toward lower prices. 

Prices for coins were higher. 
Even now, when conditions are 
more stable than at any time 
since the end of World War II, 
gold sovereigns are selling at the 
equivalent of about $40 an ounce 
in various markets. 

Another way of judging world 
psychology about gold is to ob- 
serve the amount of new gold pro- 
duction which has been going into 
world monetary stocks as com- 
pared with the amount going into 
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hoards or into industry and the 
arts. This is shown in Table III. 

During periods of strict war- 
time controls, almost the whole of 
new production went into mone- 
tary reserves — and, indeed, even 
more as many nations required 
their people to turn their gold 
in to government stocks. At other 
times there has been great varia- 
tion in the use of new gold. In 
1951 only 17% went into mone- 
tary reserves. In 1952 it was bet- 
ter—37%—and for 1953 it is esti- 
mated at 49%. 

These facts demonstrate the 
powerful and capricious forces 
which could be focused upon any 
stock of gold coins or other forms 
of monetary gold permitted to 
circulate freely within the United 
States. If coins were circulated, 
they would be subject to the pull 
of demand from overseas sources 
—a demand which would rise and 
fall with every political and eco- 
nomic turn of events. 


In this connection, it should be 
noted from my first table that 
foreign countries and international 
institutions hold about $12 bil- 
lion in short-term dollar balances 
in this country. Under present 
circumstances, these balances con- 
stitute no danger to our economy, 
but in a different situation — one 
in which gold could be drawn 
from the Treasury in unlimited 
amounts and hoarded or exported 
without limit — these balances 
could be troublesome. : 


Another fact emphasizes that 
underlying forces of instability 
still remain in the world. Except 
in the case of a few countries, in- 
ternational trade and payments 
are still hedged around by a mul- 
titude of administrative and polit- 
ical controls such as quotas, ex- 
anes tariffs, and exchange con- 
trols. 


When more. restrictions have 
been removed and convertibility 
has been restored, at least among 
the principal currencies, we shall 
be freer to consider the return to 
gold redemption. If we were to try 
to force the pace by resuming gold 
payments before the foundations 
were more firmly laid through 2 
continuation of recent policies 
toward sounder budget, credit and 
price practices, the gold released 
in this country might simply move 
out into hoards, and become the 
tool of the international specu-— 
lator. Gold payments are the seal 
of approval of good money, and 
the free world has not yet gone 
far enough in the achievement of 
good money. It is doubtful whether- 
the United States should consider 
gold redeemability of its currency 
until other major countries are 
ready and able to do likewise. 


Free Gold Market 


The same factors which make it 
unwise for us to return to a gold 
coin standard now also argue 
against the opening of a free gold 
market in the United States, 
which is recommended in two of 
the bills before the Committee. 

Under such a free market there 
would be two alternatives: either 
the United States Government. 
with its $22 billion in reserves. 
would stay out of the market, and 
we would have a gold price that 
fluctuated up and down depend- 
ing upon the demand for a rela- 
tively small amount of new gol@ 
production; or the government 


TABLE fl 
Free Market Gold Prices 
(In $ per fine ounce for bar gold, converted at free 


market rates 


Date Paris 
Dec. 31, 1947__._- anit 
Dec. 31, 1948_____ 49.54 
Dec. 31, 1949_..__ 46.30 
May 31, 1950_____ 38.48 
( pre-Korea: 
July 31, 1950_____ 43.39 
(post Korea 
Dec. 31, 1950_.._- 43.05 
Dec. 31, 1961...... 41.38 
Dec. 31, 19628..... 38.95 
Dec. 31, 1953____- 35.62 
Feb. 27, 1954..... 35.86 


Taken from “International Financial Statistics” 


Monetary Fund. 


of exchange) 


Hong Kong Beirut 
52.06 neous 
48.76 elena 
40.18 41.63 
37.31 36.26 
4459 39.14 
44.47 40.13 
42.71 39.00 
40.48 37.81 
37.25 35.57 
37.58 35.31 


published by Internationa} 









would stand ready to buy and sell 
gold at the official price to pre- 
vent fluctuations. The first alter- 
native would tend in the opposite 
direction from our ultimate goal— 
it would be in the direction of 
more instability instead of more 
stability. The second alternative 
would be, in effect, full converti- 
bility of the currency into gold. 


Price of Gold 


Another bill before the Com- 
mittee suggests that we increase 
the price of gold. We believe that 
such a move would be against the 
best interests of the United States 
and our foreign friends. An in- 
crease in the price, with the con- 
sequent upward revaluation ol 
this country’s gold stock, would be 
contrary to the program of main- 
taining stability in our economy. 
A revaluation of the gold stock 
could set in motion long-term in- 
flationary forces through increases 
in the volume of money, and in 
additions to the reserves of the 
banking system, which would pro- 
vide the basis for a large potential] 
expansion of money and credit, 
out of proportion to the business 
volume. 

Furthermore, such a move would 
upset a relationship which has 
been of great importance to our- 
selves and to the world. The value 
of the dollar is firmly linked to 
gold. With only one major change 
this has been true throughout the 
history of our country, under Ad- 
ministrations of both parties. Our 
people, and foreigners as well, 
have come to think of the dollar 
as a secure currency, steadfastly 
defined in terms of a _ specific 
amount of our basic monetary 


metal. This is a relationship which 
should not be disrupted. It would 
be a grievous error, particularly 
at a time when the world 
achieving some element of stabil- 


is 


Volume 179 Number 5312...The Commercial and Financial Chronicle 


periodic devaluations of its cur- 
rency in terms of gold. 


Progress Being Made 


In spite of the instabilities and 
dangers which remain, the world 
is making progress. That is the 
final point I wish to make here 
today. The prospects for a stable 
free world economy are better to- 
day than they have been for a 
very long time. Step by step, in 
a countless number of ways, a 
healthier world economy is being 
constructed. 

There has been a marked im- 
provement in the underlying sta- 


bility of the free world economy. 
Many countries have improved 
their balance of payments, 


strengthened their monetary re- 
serves, and continued to increase 


their production. 
All of this is happening quietly 
and without fanfare. Economic 


collapse makes good headlines, but 
the road back to good money and 
economic health is usually less 
dramatic. We are therefore likely 
to be unaware of how much for- 
ward progress is being made until 
long after the event. 

Nevertheless, if we look care- 
fully at the record of the last 
year, we are able to find many 
reasons for optimism. Many steps 
forward — none of them world- 
shaking but each of them a step 
in the right direction—have taken 
place. 

Discriminations against dollar 
goods have been reduced, and in 
one case at least, eliminated. Re- 
cent moves have been made to 
reduce the complexity of arrange- 
ments with regard to sterling, the 
guilder and the Deutsche mark. 
General markets for the sale and 
purchase of important commodi- 
ties have been reopened. In 
many countries, internal finance 
has been brought under control, 
and international payments have 


ity, to open up the possibility that been brought more nearly into 
this nation was prepared to make balance. 
TABLE Ul 


World Official Gold Reserves and Gold Production 
(Excluding Russia) 
Gold at $20.67 per ounce to 1933; $55 beginning with 1934 
Partly estimated 








(Dollar amounts in millions) 


(6) 
Year (1) (5) Col. (7) 
ended Year-end (2) (3) New as % of 
Bec. 3 Total Increase during year (1) Production Col. (5) 
$ $ Te $ % 
> ae 4,073 433 
| ar. 5 4,542 469 11.5 412 113.8 
5955 ... 5,410 868 19.1 | 443 195.9 
ER pdeagennges 5,872 462 3.5| 8-year 432 106.9 
 , =e —- 6,481 609 10.4! aver. 403 151.1 
i noone 6,816 335 5.2| 9.0% 373 89.8 
aT 6,805 -—I1 —.2| p.a. 354 3.1 
i See 7,256 451 6.6 | 332 135.8 
| a a 8,045 789 10.9 330 239.1 
1922 _. 8,415 270 4.6 316 117.1 
ee 8,608 193 2.3 363 53.2 
1924 - 8.904 296 3.4 | 374 79.1 
1925 _- 8.904 0 (). 373 0. 
926 _ 9.149 245 2.8| ll-year 379 64.6 
1927 — 9,496 347 3.8! aver. 380 91.3 
1928 _ 9,966 470 4.9) 3.0% 382 123.0 
1929 10,189 223 2a\ D. a. 382 458.4 
1930 10,696 507 5.0 401 126.4 
931 10,996 300 2.8 427 10 
1962 .. 11,566 570 §.2 458 124.5 
933 11,589 23 b 469 4.9 
934 21,685 10,096 $7.1 823 1 226.7 
935 22,660 975 4.5 883 110.4 
1936 24,090 1,430 6.3 | 972 147.1 
1937 25,990 1,900 7.9| 7-year 1,041 182.5 
1938 - 26,160 170 0.65| aver. 1,137 15.0 
1939 __ 28,100 1,940 7.4| 5.3% 1,209 160.5 
1940 29,870 1.770 6.3| p.a. 1,297 136.5 
1941 _ 31,100 1.230 4.1 1.266 97.2 
1942___._--_ 32,170 1070 3.4 1.126 95.6 
DE dboucse- 33,006 830 2.7 872 95.2 
pe 33,380 380 1.2 777 48.9 
33,770 390 1.2 739 52.8 
a 34,120 350 1.0) 756 46.3 
1947... 34,550 430 1.3] 10-year 1767 56.1 
1948 __. _.. 34,930 380 1.1) aver. 798 47.6 
1949 ......... 30,410 480 1.4] 1.1% 833 57.6 
1960 .... . 35,820 410 12] p. a. 858 47.8 
RD me 35,960 140 0.4 840 16.7 
1952 _. 36.280 320 0.9) _ 865 37.0 
1953 __ 36,76 426 1.2) J =| 865 est. 49.2 
NOTE: Gold reserves include international financial institutions. 
Source of gold reserves and production daia is Board ef Governors of 
Federal Reserve System. Data on reserves for some years are subject to 


some statistical uncertainties and should be interpreted as approximations only. 





Trade and payments, while still 
not so free as we would like, are 
freer than at any other time since 
the end of the war. Foreign coun- 
tries have increased their gold 
and dollar balances by about $8 
billion in the past four years. The 
need for United States aid is 
lessening. All of these develop- 
ments bring us closer to the day 
when foreign countries will find 
their economies sufficiently stable 
to permit the convertibility of 
their currencies and the freer 
movement of commerce. These are 
goals which we are striving for. 
In the words of the Commission 
on Foregin Economic Policy, 
“convertible currencies constitute 
an indispensable condition for the 
attainment of world-wide multi- 
lateral trade and the maintenance 
of balanced trade in a relatively 
free market.” 

We are making progress. There 
is a firmer determination — not 
everywhere, but in many impor- 
tant countries—to turn away from 
the politically easy thing, and 
toward the economically neces- 
sary thing, in the conduct of na- 
tional affairs. The determination 
to bring budgets under con- 
trol, to avoid credit inflation, to 
look outward as well as inward— 
these are progressing at a hopeful 
rate. If these developments can 
be encouraged and continued, they 
will pave the way for further sta- 
bility and further relaxation of 


controls. 
Our 
Reporter’s 


Report 
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The situation in the new issu? 
market, and for that matter things 
are pretty much the same in the 
Leasoned market, has returned to 
the stalemate which develops 
periodically when institutions de- 
cide that borrowers and under- 
writers are pressing too hard. 

The general market, in the 
words of a competent observer, “is 
definitely in the doldrums.” And 
he sees little hope for a break-out 
of the lethargy much before mid- 
April when the Treasury will 
have had a chance to tote-up its 
tax collections and decide how 
much new money it must raise. 

At the moment the new issue 
calendar is rather anemic but this 
is not a matter of immediate con- 
cern to the underwriting fraterni- 
ty. Distributors of new securities 
right now are more concerned 
with the task of working off the 
substantial inventories that have 
been building up in recent weeks. 

Municipals were the first to en- 
counter definite buyer resistance 


and. according to current reports, 
there is very little stuff moving 
out of dealers’ hands at current 
prices and yields. The same is true 
in the corporate market which 
had been doing quite well until 
a fortnight ago. 

Now all hands are disposed to 
look ahead to April 15 and a de- 
cision by the Treasury on what 
it must do to make up the dif- 
ference between outgo and iui- 
come. 


Really Riled Up 

The temper of potential buyers 
of new issues cropped out sharply 
in the case of the recent offering 
of $40,000,000 of Detroit Edison 
Co., as 2%s, priced at 98.6499 to 
yield 2.91%. 

A holder of a large block of the 
bonds to be refunded just flatly 
refused to even look at the cur- 
rent issue when one of the group 


sponsoring the offering got in 
teuch with him. 
He declared, heatedly, that he 


was going to tender current hold- 


ings for redemption and would 
either buy something else, or, if 
the market is too high, sit back 
and hold the cash for better op- 
portunities. 

Some investors may live to re- 
gret this attitude on current of- 
ferings which simply reflect of 
necessity changed conditions in 
the money market which it would 
appear will obtain for a long time. 
In any event, the corporate new 
offering calendar is extremely 
light from here through the mid- 
dle of the month. Then investors 
will have a chance to look over 
two rather substantial deals, one 
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of them, however, destined fer 
initial offering to shareholders. 

On April 14, Ohio Power Ceo. ie 
tentatively slated to open bids fer 
an issue of $20,000,000 of new 3@ 
or 35 year first mertgage bonds 
Proceeds will be used to finance 
new construction. 

A week later on April 21, 
Columbia Gas System Inc., will 
consider bankers’ bids for the 
privilege of “standing-by” on its 
offering of $50,000,000 of 10-year 
convertible subordinated deben- 
tures in the ratio of $100 of the 
issue for each 36 shares of com— 
mon held. 
































Bank and Insurance Stocks 


By H. E. JOHNSON 











This Week — Bank Stocks 


Operating reports of the New 
York City banks for the first 
quarter of the current year to be 
published within the next week 
are expected to compare favorably 
with those of the same period of 
1953. 

In fact present indications are 
there may be a sizable improve- 
ment in earnings with gains run- 
ning from 5%-10% on the average. 
Of course, the experience will 
vary from bank to bank and ac- 
counting adjustments are likely to 
be an important factor in the final 
figures. Some institutions in the 
first quarter of last year accrued 
taxes at rates which indicated a 
possible liability for excess profits 
taxes. In only one or two in- 
stances were these provisions 
needed later in the year because 
tax losses established by security 
transactions reduced the final tax 
liability. Thus to a certain extent 
earnings in the first quarter were 
not an accurate reflection of op- 
erations. This fact, however, will 
tend to make the gain in earnings 
for the first quarter of 1954 com- 
pare favorably with those of 1953. 

Another consideration which hes 
helped operations so far this year 
has been the trend of earning as- 
sets. Reserve reauirements were 
reduced at Central Reserve City 
banks last July by two percentage 
points and in addition the trend 
of deposits has been favorable for 
the New York banks in recent 
months. 

The result has been that banks 
have had a larger volume of earn- 
ing assets in this quarter. Even 
though the rate of return on such 
assets has eased in recent months, 
it has been above a year ago. 

True, the prime loan rate in 
New York was recently reduced 
from 34% to 3%. However. last 
year for the first quarter the rate 
was 3% and was not raised until 
April so that the official bank rate 
averaged somewhat higher in the 


Government holdings is that pres- 
ent commitments were established 
to a large extent last summer and 
fall when tax losses were being 
effected. By switching into new 
issues at the then prevailing 
prices, the rate of return could be 
substantially increased. In other 
words, by selling old holdings to 
establish tax losses and investing 
the proceeds in another issue, the 
rate of return was considerably 
improved. 

Thus even though the prevail- 
ing rates and yields available on 
governments is below a year ago, 
the advantage gained by switches 
last summer and fall will enabre 
the banks to show a good rate of 
return on such investments. 

The same is applicable to hold- 
ings of municipals as the banks 
were also very active in this mar- 
ket last year. While recent yields 
have not been so favorable, the 
investments made at that time are 
giving handsome returns. 

The combination of these vari- 
ous factors are expected to pro 
duce a good gain in gross operat- 
ing earnings. Operating expenses 
have continued to increase be- 
cause of higher wages and salaries 
as well as other costs. This will 
absorb a portion of gain in gross 


income. Nevertheless, operating 
earnings before taxes should be 
higher. 


There will be a special problem 
with respect to taxes. While the 
larger income would rormally in- 
dicate a higher provision for taxes 
—and this will be made in mary 
cases—when a bank accrued ex- 
cess profits taxes in the first quar- 
ter of 1953, the provision this year 
may actually be lower. 

Inasmuch as a tax provision in 
the benks is somewhat arbitrary, 
it may be that a higher provision 
will be made in the first part of 
the year so that the earnings may 
be held down. Regardless of this, 
however, there seems to be litile 





first quarter than a year ago. '" doubt that comparisons with the 
some of the secondary rates, the first quarter of 1953 will be favor- 
situation was a little easier but able. 
> overall return generally was . : , 
ve aia Gee So far as security transactions 
ete . : . 
“i . “i are concerned, the rise in the bond 
The loan total, of course, is market in the last few months 
lower, but only moderately sO. should convert the losses cf last 
rhe funds so releé sed plus the year into protits. The size of such 
additional assets obtained from profits is not clearly indicated but 
released reserves, increased de- jt ig known that during the past 
posits and miscellaneous sources month a number of banks estab- 
have been placed in municipal se- jjched profits on Governments 
curities and government obliga- sold at a margin over par. Thus 
lions. the comparison here should alse 
An interesting point about U.S. be favorable. 
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Securities Now 


*% Alaska Gulf Oil & Gas Development, Inc. 
March 22 (letter of notification) 100,000 shares of com- 
mon stock. Price—$1 per share. Proceeds—To acquire 
and explore properties for oil and gas. Office — 326'2 
Fourth Ave., Anchorage, Alaska. Underwriter—None. 
Alaska Telephone Corp., Seattle, Wash. 
Feb. 10 (letter of notification) $270,000 face amount of 
6% 10-year convertible debentures, series B. Price— 
70% of principal amount. Proceeds—For general operat- 
ing expenses and working capital. Underwriter—tTellier 
& Co., New York. Offering — Not expected until the 
middle of April. 


Allegheny Natural Gas & Oil Corp. (Del.) 

March 19 (letter of notification) 500,000 shares of com- 
mon stock (par one cent). Price—60 cents per share. 
Proceeds — To drill and complete wells, for improve- 
ments, to acquire additional oil and/or gas producing and 
non-producing properties, leases or interests and for 
working capital. Office—Titusville, Pa. Underwriters— 
S. B. Cantor Co. and Northeastern Securities Co., both 
of New York. 


% American Coffee-Matic Corp., N. Y. 

March 22 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—For working capital, etc. Office—20 Broad St., New 
York, N. Y. Underwriter—Mid-West Securities, 164 Con- 
gress St., Brooklyn, N. Y. 

® American Tidelands, Inc. (4/5-6) 

March 3 filed 2,000,000 shares of common stock (par 10 
cents). Price—$1 per share. Proceeds—For construction 
work and purchase of drilling machinery and equip- 
ment from Alexander Shipyard, Inc.; for operating ex- 
penses; and payment of indebtedness. Office—-New Or- 
leans, La. Underwriters—Crerie & Co., Houston, Texas; 
and Gearhart & Otis, Inc. and Barrett Herrick & Co., 
both of New York. 


American Transportation Insurance Co., 
Kansas City, Mo. 

March 17 filed 20,000 shares of capital stock (par $100). 
Price—$150 per share. Proceeds — To increase capital 
and surplus. Underwriter—None. 

Arcturus Electronics, Inc. 
March 15 (letter of notification) 100,000 shares of Class 
A common stock (par one cent). Price—At the market 
(15 cents each to underwriter). Proceeds—To Delbert 
E. Replogle, President. Underwriter—Gearhart & Otis, 
Inc., New York. 


Arkansas Power & Light Co. (4/20) 
March 18 filed 70,000 shares of cumulative preferred 
stock (par $100). Proceeds—To repay bank loans and 
for new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Blyth & Co., 
Inc.; The First Boston Corp. and W. C. Langley & Co. 
(jointly); Lehman Brothers, Equitable Securities Corp. 
and White, Weld & Co. (jointly). Bids—Expected to be 
received up to 11 a.m. (EST) on April 20. 
% Augusta Chemical Co., Augusta, Ga. 
March 25 (letter of notification) 7,500 shares of com- 
mon stock (par $1). Price—At market (estimated at 
about $2.88 per share). Proceeds—To Beech Chemicals, 
Inc., 60 Park Place, Newark, N. J. Underwriter—None. 
% Axe-Houghton Stock Fund, Inc., Tarrytown, N. Y. 
March 30 filed 200,000 shares of common stock. Price— 
At market. Proceeds—For investment. 


Basin Natural Gas Corp., Santa Fe, N. M. 
Dec. 23 (letter of notification) 748,000 shares of common 
stock (par five cents). Price—40 cents per share. Pro- 
ceeds—To acquire properties and leases. Office — Blatt 
Bldg., Santa Fe, N. M. Underwriter—Hunter Securities 
Corp., New York. 
* Berland Associates, Los Angeles, Calif. 
March 23 (letter of notification) 1,600 shares of 5% 
cumulative preferred stock (par $100) and 400 shares of 
common stock (par $1). Price—At par. Proceeds—For 
new equipment and working capital. Office—4917 West 
Jefferson Blvd., Los Angeles, Calif. Underwriter—None. 
% Blue Ridge Mutual Fund, Inc., N. Y. 
March 30 filed 350,000 shares of capital stock. Price— 
At market. Proceeds—For investment. 


Boisa Chica Oi! Corp. 
Feb. 16 (letter of notification) 77,624 shares of capital 
stock (par $1) being offered for subscription by stock- 
holders of record March 9 at rate of one new share for 
each seven shares held (with an oversubscription priv- 
ilege); rights expire April 9. Price—$3.75 per share. 
Proceeds—For working capital and general corporate 














Boston 


New York 
PHILADELPHIA 


— 


PittspurcuH 
San Francisco 


Cuicaco 
CLEVELAND 





Private Wires to all offices 








The Commercial and Financial Chronicle ...Thursday, April 1, 1954 


in Registration 


purposes. Office—-727 West Seventh Street, Los Angeles, 
Calif. Underwriter—None. 


%* Butte Highlands Mining Co., Spokane, Wash. 
March 22 (letter of notification) 150,000 shares of com- 
mon stock. Price—To be supplied by amendment. Pro- 
ceeds—For working capital. Office — 519 Spokane & 
Eastern Bldg., Spokane, Wash. Underwriter—None. 

® Cahokia Downs, Inc., East St. Louis. Ill. (4/5) 
Feb. 15 filed $1,400,000 of 10-year 6% first mortgage 
bonds due Jan. 1, 1964, and 140,000 shares of common 
stock (par $1). Price—Of bonds, at 100% of principal 
amount; and of stock, $1.50 per share. Proceeds—For 
construction and operation of racing plant. Under- 
writer—Dixon Bretscher Noonan Inc., Springfield, Ill. 


Capper Publications, Inc., Topeka, Kansas 
March 23 filed $2,000,000 of series six 5-year first mort- 
gage 4% bonds and $2.000,000 of series seven 10-year 
first mortgage bonds. Price — At 100% of principal 
amount. Proceeds—To advance sums to Topeka Broad- 
casting Association, Inc.. a subsidiary. and for redemp- 
tion of certain bonds. Underwriter—None. 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


Carr-Consolidated Biscuit Co. 
March 15 (letter of notification) 40,000 shares of com- 
mon stock (par $1). Price—At market (estimated 


at around par). Proceeds—To three selling stock- 


holders. Underwriter—Auchincloss, Parker & Redpath, 
New York. 


% Central Mutual Telephone Co., Inc., 

Manassas, Va. 
March 22 (letter of notification) 20,000 shares of capital 
stock (par $10), of which 4,000 shares are to be offered 
to shareholders at par and 16,000 shares to public at $12 
per share. Proceeds—For improvements and additions 
to plant. Underwriter—Folger, Nolan-W. B. Hibbs & Co., 
Inc., Washington, D. C. 


@ Central Power & Light Co. (4/12) é 

March 18 filed $18,000,000 of first mortgage bonds, series 
F, due April 1, 1984. Proceeds—To redeem $8,000,000 
series E 44%% bonds due May 1, 1983, and for additions, 
extensions and improvements. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp., East- 





NEW ISSUE CALENDAR 


Friday (April 2) 
Signature Loan Co., inc. Pee en eee Preferred 
(Simon, Strauss & Himme; William N. Pope, Inc.; 
and Chace, Whiteside, West & Winslow, Inc.) $648,076 
Signature Loan Co., Inc.._._.__Preferred & Common 
(Simon, Strauss & Himme; William N. Pope, Inc.; 
Chace, Whiteside, West & Winslow, Inc.; A. M. 
Kidder & Co.; Draper, Sears & Co. and 
Chilson, Newbery & Co.) $456,599 


April S (Monday) 
American Tidelands, Inc.______.-______--_Common 
(Crerie & Co.; Gearhart & Otis, Inc.; and 
Barrett Herrick & Co.) $2,000,000 
Cahokia Downs, Inc. , Bonds & Common 
(Dixon Bretscher Noonan, Inc.) $1,610,000 
Magnolia Park, Inc. _.Debentures & Common 
(Gearhart & Otis, Inc.; Hunter Securities Corp.; 
and T. J. Feibleman & Co.) $2,750,000 
ee ee ee eee Common 
(Offering to stockholders—underwritten by Bateman, 
Eichler & Co.; The First California Co., Inc., and 
Wiiliam R. Staats & Co.) 28,830 shares 
North American Uranium & Oil Corp._--- Common 
(Israel & Co.) $1,500,000 
Pennsylvania Power & Light Co. .___.___._.Common 


Offering to stockholders—may be underwritten by Drexel 
& Co. and The First Boston Corp.) 704,917 shares 


April 6 (Tuesday) 
Community Public Service Co......_.----- Bonds 
(Bids 11 a.m. EST) $3,000,000 


Devon-Leduc Oils Ltd. : - __._.._ Bonds 
(McLaughlin. Reuss & Co.) $2,000,000 
ED GS ine cadddntdinbanaee Common 
(Blyth & Co., Inc.) $1,575,000 
CORTES. FOE  Ciicnisccbitiionteiiidcawond Bonds 
(Bids 11 a.m. EST) $11,000,000 
Public Service Co. of New Mexico_____- Common 
(Offering to stockholders—underwritten 
by Allen & Co.) 138,551 shares 
Safeway Stories, Inc._..._............____Preferred 


(Offering to stockholers—underwritten by Merrill 
Lynch, Pierce, Fenner & Beane) $26,874,000 


April 7 (Wednesday) 


Bank of Virginia_-_ kia ; Eli ocosen ee 
iJ. C. Wheat & Co.) 207,000 shares 
Western Kentucky Gas Co.___________... Common 


(Equitable Securities Corp. and J. J. B. 
Hilliard & Son) 125,000 shares 


April 8 (Thursday) 


General’ Gt Gah cna custnonoesnececesees Common 
(Kidder, Peabody & Co.) 100,000 shares 
West Texan Wiis Goi. one cance cmoeocs Preferred 


(Bids to be invited) $6,000,000 


Wwinetens G@ TOGWGEs Ga. 5 ode cn cccwcnnnscs Preferred 
(J. M. Dain & Co.; Piper, Jaffray & Hopwood and 
Woodard Elwood Co.) $600,000 


April 12 (Monday) 


Central Power @ LAG C6...ccdaccccccconss Bonds 
‘Bids noon EST) $18,000,000 
eB TES EES a ee Common 
(Offering to stockholders—no underwriting) 5,000 shares 
Inter-Mountain Telephone Co.____-----_- Common 
(Courts & Co.) 142,500 shares 
peeenenes PWGs GOS Giikceccusctceacsann Debentures 


(Bids 11 a.m. EST) $15,000,000 
(April 13 (Tuesday) 


A Ta Common 
‘Bids to be invited) 1,500,400 shares 
Long Island Lighting Co. __Preferred 


(W. C. Langley & Co.; Blyth & Co., ‘Inc.; and 
The First Boston Corp.) $20,000,000 


Southern Indiana Gas & Electric Co.______ Bonds 
(Bids 11 a.m. EST) $8,000,000 
po, ET Sa eee © Common 


(Bids 11 a.m. EST) 250,000 shares 


April 14 (Wednesday) 
Northern States Power Co.__.________-__- Common 
(Offering to stockholders—bids 10:30 a.m. CST) 
1,219,856 shares 


6 fe ee oo vee ee ae Bonds 
(Bids 11 a.m. EST) $20,000,000 
fo gt ee eee Preferred 


(Bids 11 a.m. (EST) $5,000,000 


Standard Uranium Corp....--.---------- -Common 
(Gearhart & Otis, Inc. and Crerie & Co.) $1,787,500 


April 15 (Thursday) 


Light Metals Refining Corp._.......-...-Common 
(Philip Gordon & Co., Inc.) $5,000,000 

{ , ££?) ae eee ey he Debentures 

(The First Boston Corp. and Kidder, Peabody & Co.) $18,000,0J0 

Vou GOOG... .n.<+<enkeesasetedcusteuens _Common 


Boston Corp. and Kidder, Peabody & Co.) 220,000 shs. 


April 19 (Monday) 


(The First 


Temco Aircraft Corp.....---------..----Common 
‘Van Alstyne, Noel & Co.) 300,000 shares 
April 20 (Tuesday) 
Arkansas Power & Light Co._____._.--_--_Preferred 
(Bids 11 a.m. EST) $7,000,000 
Ciaussen Baekereee, BRGie cos inca ntiecasccen Common 
(Johnson, Lane, Space & Co.) 225,000 shares 
Northern States Power Co.___--------- Preferred 
‘Bids 10:30 a.m. CST) $15,000,000 
West Penn Power Obici cccsccese cdunccasass Bonds 
(Bids 11 a.m. EST) $12,090,000 
April 21 (Wednesday) 
Columbia Gas System, Inc.____.._.._..Debentures 


(‘Bids 11.30 a.m. EST) $50,000,000 


April 27 (Tuesday) 


General Acceptance Corp..__-....._.--Debentures 
(Paine, Webber, Jackson & Curiis) $4.000,000 


April 28 (Wednesday ) 


General Telephone Co. of Indiana, Inc.__Preferred 
‘Paine, Webber, Jackson & Curtis and Stone « 
Webster Securities Corp.) 30,000 shares 


Utekh Power @ EAS Gitisnececccccenccescs Bonds 
‘Bids noon EDT) $15,000,000 


May 3 (Monday) 
Kansas-Nebraska Natural Gas Co., Inc. 
Preferred & Common 


(The First Trust Co. of Lincoln, Neb. and Cruttenden 
é& Co.) $1,000,000 pfd. and 85,909 shs. of common 


May 4 (Tuesday) 


Mientens: FEE Ci. 2d cthidceuitdulinascnnnehs Bonds 
(‘Bids 11 a.m. EDT) $6,000,000 
Mantege Peet Gk... chs wis ete __Preferred 


‘Bids 11 a.m. EDT) $6,090,000 


May S&S (Wednesday) 


New Jersey Bell Telephone Co.. _.Debentures 
(Bids 11 a.m. EDT) $25,000,000 
May 6 (Thursday) 
AlTMesChelnets Bie SAMs sc wnsdcenennccae Preferred 


‘Blyth & Co., Inc.) $35,000,000 


Cleveland Electric IDluminating Co.__---___ Bonds 
(Bids to be invited) about $20,000,000 


May 11 (Tuesday) 
Consolidated Edison Co. of New York, Inc.__ Bonds 


‘Bids to be invited) $50,000,000 
May 12 (Wednesday) 
Memtenh FORE Cihnnsanewenchrennss Debentures 


‘Bids 11 a.m. EDT) $18,000,000 


May 14 (Friday) 
First Nat’l Bank of Toms River, N. J... Common 
(Offering to stockholders) $150,000 
May 17 (Monday) 


General Public Utilities Corp... ._-_- Common 
(Offering to stockholders—Merrill Lynch, Pierce, 
Fenner & Beane may act as clearing agent) 
about 600,000 shares 


May 18 (Tuesday) 


Virginia Electric & Power Co.____._- .__-_ Bonds 
‘Bids to be invited) $25,000,000 


May 25 (Tuesday) 


Consolidated Natural Gas Co.____--- ~~~ Debentures 
‘Bids 11:30 a.m. EDT) $25,000,000 


May 26 (Wednesday ) 
Public Service Electric & Gas Co. 
Bids to be invited) $50,000,000 


_.__ Bonds 
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man. Dillon & Co., Goldman, Sachs & Co. and White, 
Weld & Co. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane and Salomon Bros. & Hutzler (jointly); Lehman 
Brothers: Union Securities Corp. and Kidder, Peabody 
& Co. (jointly). Bids — Tentatively expected to be re- 
ceived up to noon (EST) on April 12 at 20 No. Wacker 
Drive, Chicago 6, Ill. 


% Century Shares Trust, Boston, Mass. 
March 25 filed 2,000 shares of capital stock. Price — At 
market. Preceeds—For investment. 


% Concord Fund, Inc., Boston, Mass. 
March 29 filed 200,000 shares of common stock. Price— 
At market. Proceeds—-For investment. 
® Columbia Gas System, Inc. (4/21) 
March 22 filed $50,000,000 of subordinated convertible 
debentures due 1984 to be offered for subscription by 
common stockholders of record April 21 on the basis 
of $100 of debentures for each 36 shares held; rights to 
expire on May 10. Price--$100% of principal amount. 
Proceeds—For construction program. Underwriter — To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids— 
Tentatively scheduled to be received up to 11:30 a.m. 
(EST) on April 21 at 120 East 4lst St., New York 17, 
N. Y. 

Cemmunity Public Service Co. (4/6) 
March 1 filed $3,000.000 of first mortgage bonds, series 
D, due March 1, 1984. Proceeds—To repay bank loans 
and for—new construction. Underwriter — To be deter- 
mined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Equitable Securities Corp.; 
Blyth & Co., Inc. Bids—To be received up to 11 a.m. 
(EST) on April 6 at 90 Broad Street, New York, N. Y. 


% Cooperative Grange League Federation 
Exchange, inc. 

March 26 filed 7,500 shares of 4% cumulative preferred 

stock (par $100) and 500,000 shares of common stock 


(par $5). Price — At par. Proceeds—To retire class B 
common stock and 5% cumulative preferred stock of 
G. L. F. Holding Corp., a subsidiary, and for working 


capital. Underwriter—None. This offering is a continua- 

tion of earlier offerings of same classes of securities. 
Cornbelt Insurance Co., Freeport, I!I. 

March 17 filed 300,000 shares of common stock (par $1). 

Price—S$3 per share. Proceeds—For investment. Under- 

writer—None. 

® Devon-Leduc Oils Ltd. (4/6) 

March 10 filed $2,000,000 10-year 5% convertible sink- 

ing fund leasehold mortgage bonds due May 1, 1964. 

Price—100% of principal amount. Proceeds—To redeem 

outstanding bonds, repay bank loan and for general 

corporate purposes, including drilling commitments in 

the Stony Plain India Reserve and in participation of 

the development of the Buck Lake Area. Office—Winni- 

peg, Canada. Underwriter—McLaughlin, Reuss & Co., 

New York. 

* Dodge & Cox Fund, San Francisco, Calif. 

March 29 filed 25,000 shares of common stock. Price—At 

market. Proceeds—For investment. 


Duggan’s Distillers Products Corp. 
Feb. 19 (letter of notification) 200,000 shares of com- 
mon stock (par 10 cents) to be offered to stockholders. 
Price—25 cents per share. Proceeds—-For general cor- 
porate purposes. Office—248 McWhorter St., Newark 
5, N. J. Underwriter—None. 


ElectroData Corp., Pasadena, Calif. (4/6) 
March 15 filed 450.000 shares of common stock (par $1), 
of which 435,000 shares are to be offered for subscrip- 
tion by common stockholders of Consolidated Engineer- 
ing Corp. at rate of one share for each two Consolidated 
shares held about April 6; rights to expire about April 
26. Price — $3.50 per share, Proceeds — To repay 
advances from Consolidated and for working capital, etc. 
Business—To design, develop, manufacture and sell or 
lease standard and specialized electronic data processing 
equipment for scientific, industrial and commercial uses. 
Underwriter—Blyth & Co., Inc., San Francisco, Calif. 


* Elfun Trusts, New York 
March 29 filed 100,000 units of participation. 
market. Proceeds—For investment. 


Empire Oil & Refining Co., Inc., Tyler, Texas 
March 9 (letter of notification) 60,000 shares of com- 
mon stock (par five cents). Price—At market (estimated 
at 70 cents per share). Proceeds—To underwriter, 
Charter Securities Corp., New York. 


Fidelity Acceptance Corp., Minneapolis, Minn. 
Jan. 26 (letter of notification) 2,800 shares of 6% cumu- 
lative preferred stock, class E. Price—At par ($25 per 
share). Proceeds—To be available to subsidiaries and 
reduce outstanding bank loans. Office—820 Plymouth 
Bldg., Minneapolis, Minn. Underwriters—M. H. Bishop 
& Co., Minneapolis, Minn.; and B. I. Barnes, Boulder, 
Colo. 


Financial Credit Corp., New York 
Jan. 29 filed 250,000 shares of 7% cumulative sinking 
fund preferred stock. Price—At par ($2 per share). Pro- 


Price—At 


ceeds—For working capital. Underwriter—E. J. Foun- 
tain & Co., Inc., New York. 

® Firth-Loach Metals, Inc., Pittsburgh, Pa. 

March 18 filed 33,400 shares of capital stock (par $25). 


Price 


$25 per share. Proceeds — For expansion, equip- 
ment a 


working capital. Underwriter—None. 


* Florida Public Utilities Co. 

March 24 (letter of notification) 25,000 shares of com- 
mon stock (par $3). Price—At market (to be supplied 
by amendment). Proceeds—For construction p:ozram. 
Underwriters—Starkweather & Co., New York: Clement 
A. Evans & Co., Inc., Atlanta, Ga.; and McCleary & Co., 
Inc., St. Petersburg, Fla. 
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Gamma Corp., Wilmington, Del. 
Feb. 2 (letter of notification) 140,000 shares of common 
stock (par 10 cents), Price—$1.50 per share. Proceeds— 
For inventory, capital expenditures and working capi- 
tal. Office—100 West 10th Street, Wilmington, Del. Un- 


-derwriter—Sheehan & Co., Boston, Mass. 


% Gary (Theodore) & Co., Kansas City, Mo. 

March 31 filed 310,000 shares of participating common 
stock (par 20 cents) to be offered for subscription by 
stockholders on the basis of seven new shares for each 
10 shares held. Price—To be supplied by amendment. 
Proceeds—To provide financing for Telephone Bond & 
Share Co. and for general corporate purposes. Under- 
writer—None. 


® Gas Service Co., Kansas City, Mo. (4/13) 

March 18 filed 1,500,000 shares of common stock (par 
$10). Price—To be supplied by amendment. Proceeds— 
To Cities Service Co., the parent. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Blyth & Co., Inc. and Smith, Barney & Co. (jointly); 
Kidder, Peabody & Co.; Stone & Webster Securities 
Corp. and Stern Bros. & Co. (jointly); Union Securities 
Corp. Bids—Tentatively expected April 13. 


* General Credit Corp., Miami, Fla. 

March 25 (letter of notification) 74,990 shares of capital 
stock (par $1). Price—$4 per share. Proceeds—For work- 
ing capital. Office—799 N. W. 62nd Street, Miami, Fla. 
Underwriter—Murphy & Co., Miami, Fla. 


General Gas Corp., Baton Rouge, La. (4/8) 
March 19 filed 100,000 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds — To 
selling stockholders. Underwriter—Kidder, Peabody & 
Co., New York. 


- General Stores Corp., New York 
March 8 filed 300,000 shares of common stock (par $1). 
Price—$1.3742 per share. Proceeds—To pay part of cost 
of acquisition of Ford Hopkins Co., Chicago, lil. Under- 
writer—A. C. Allyn & Co., Inc., Chicago, Ill. 


* General Telephone Co. of Indiana, Inc. (4/28) 
March 30 filed 30,000 shares of $2.50 cumulative pre- 
ferred stock (no par). Price—To be supplied by amend- 
ment, Proceeds—To repay bank loans and for new con- 
struction. Underwriter—Paine, Webber, Jackson & Cur- 
tis and Stone & Webster Securities Corp., both of New 
York. 


Georgia Power Co. (4/6) 

March 10 filed $11,000,000 first mortgage bonds due 
1984. Proceeds—To repay bank loans and for construc- 
tion program. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Salomon Bros. & Hutzler and Shields 
& Co. (jointly); Harriman Ripley & Co., Inc.; Union 
Securities Corp. and Equitable Securities Corp. (joint- 
ly); The First Boston Corp.; Lehman Brothers; Morgan 
Stanley & Co. Bids—To be received up to 11 a.m. (EST) 
on April 6 at office of Southern Services, Inc., 20 Pine 
St., New York City. 


%* Grand Canyon Life Insurance Co., Phoenix, Ariz. 
March 25 (letter of notification) 15,000 shares of com- 
mon stock (par $1) to be offered to officers, directors 
and employees at $1.70 per share; an indefinite number 
of common shares pursuant to five-year dividend assign- 
ments at $2 per share; and an indefinite number of 
shares to general public at $2.50 per share (aggregate 
offering price not to exceed $225,000). Proceeds—For 
capital and surplus to qualify as full legal reserve life 
insurance company. Office—3827 N. Central Avenue, 
Phoenix, Ariz. Underwriter—None. 


® Growers Container Corp., Salinas, Calif. 

Feb. 15 filed 1,450,000 shares of common stock, to be 
offered primarily to individuals and firms in the Salinas 
Valley, Imperial Valley, Yuma, Phoenix, and other dis- 
tricts in and outside of San Francisco and Arizona, who 
are engaged in or allied to the growing and shipping 
industry. Price—At par ($1 per share). Proceeds—Con- 
struction of plants, acquisition of equipment, and for 
working capital. Business—Primarily manufacture of 
cartons and bags used for shipment of various vegeta- 
bles. Underwriter—None. Statement effective March 16. 


Harlan-Franklin Oil Corp., Jersey City, N. J. 
March 1 (letter of notification) 297,000 shares of com- 
mon stock (par 10 cents). Price—$l1 per share. Pro- 
ceeds—For expenses incident to acquisition of property 
and related activities with respect to oil business. Office 
—15 Exchange Place. Jersey City, N. J. Underwriter— 
Luster Securities Co., 26 Journal Square, Jersey City. 
New Jersey. 


% Household Gas Service, Inc. 


March 24 (letter of notification) $45,000 of first mort- 
gage 5% sinking fund bonds dated May 1, 1950 and due 


May 1, 1965. Price—100% of principal amount. Proceeds 

To repay indebtedness and for new construction and 
working capital. Office—Clinton, N. Y. Underwriter— 
None. 


® Inter-Mountain Telephone Co. (4/12) 
March 18 filed 142,500 shares of common stock (par $10) 
to be offered first for subscription by common stock- 


holders of record March 30 on the basis of one new 
share for each four shares held; rights to expire on April 
28. Price—To be supplied by amendment. Proceeds 

To repay bank loans and for new construction. Under- 
writer—Courts & Co., Atlanta, Ga., for 78,336 shares. The 
balance of 64,164 shares are to be purchased by two prin- 


cipal stockholders, Sovthern Bell Telephone & Telegraph 
Co. and The Chesapeake & Potomac Telephone Co. of 
Virginia. 


* Investment Co. of America, Los Angeles, Calif. 
March 29 filed 3,000,000 shares of common stock. Price— 
For investment. 


At market. Proceeds- 
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* Investors Syndicate of America, Inc. 

March 26 filed $2,750,000 of fully paid face amount cer- 
tificates and $320,250,000 of instalment face amount 
certificates, each in different series. Office — Minneap- 
olis, Minn. 

* Jewel Tea Co., Inc. 

March 22 (letter of notification) 7,500 shares of common 
stock (par $1) to be offered to employees under the 
company’s stock purchase plan. Price—$2 less than the 
closing price on the New York Stock Exchange on the 
day the application to purchase such stock is accepted 
by the company. Proceeds—For working capital. Office 
—Jewel Park, Barrington, Ill. Underwriter—None. 

* Kress (S. H.) & Co., New York 

March 29 filed 40,000 shares of common stock (no par) 
for issuance under the company’s stock purchase plan 
for selected employees. 


Kropp Forge Co., Cicero, Ill. 
March 11 (letter of notification) 40,425 shares of com- 
mon stock (par 3314 cents). Price—At market (estimated 
at $2.75 per share) and will not exceed an aggregate of 
$150,000. Proceeds—To Estate of Emma C. Kropp. Un- 
derwriters—L. D. Sherman & Co., New York, and Sin- 
cere & Co., Chicago, Il. 


Landa Oil Co., Dallas, Texas 
Feb. 26 (letter of notification) $100,000 of 10-year 6% 
sinking fund bonds, series B, dated April 1, 1954 and due 
March 31, 1964 (callable at 103% and accrued interest) 
and 7,250 shares of common stock. Price—For stock, $4 
per share and for bonds at face amount (in denomina- 
tions of $100, $500 and $1,000 each). Proceeds — For 
working capital. Office—5738 North Central Express- 
way, Landa Building, Dallas, Texas. Underwriter— 
Lynch, Allen & Co., Inc., Landa Building, Dallas, Texas. 


® Light Metals Refining Corp., New York (4/15) 
Feb. 15 filed 1,250,000 shares of common stock (par $1). 
Price — $4 per share. Proceeds — For construction and 
equipment of control plant, and main plant, working 
capital, advance royalties and reserves. Business — To 
refine beryllium ore and market the products. Under- 
writer—Philip Gordon & Co., Inc., New York. 


*% Long Island Lighting Co. (4/13) 
March 29 filed 200,000 shares of cumulative preferred 
stock, series E (par $100). Price — To be supplied by 
amendment. Proceeds—To redeem $20,000,000 of 5.25% 
preferred stocks now outstanding. Underwriters—W. C. 
Langley & Co., Blyth & Co., Inc., and The First Boston 
Corp., all of New York. 

Los Angeles Drug Co. 
Jan, 28 filed $178,000 of 15-year 5% sinking fund de- 
bentures, due Oct. 1, 1966, and 50,000 shares of capital 
stock (no par), the latter to be first offered for sub- 
scription by stockholders. Price—For debentures, at par; 
and for stock, $10 per share. Proceeds—To finance ex- 
panded merchandise inventory and operating equip- 
ment (new building), and for working capital. Under- 
writer—None. 
*% Lucky Stores, Inc., San Leandro, Calif. 
March 25 (letter of notification) 23,000 shares of com- 
mon stock (par $1.25) to be offered to employees pursu- 
ant to Employees’ Incentive Stock Option Plan. Price— 
$7 per share. Proceeds—For working capital. Office— 


1701 First Avenue, San Leandro, Calif. Underwriter— 
None. 


* Lystad & Redick, Inc., Grand Forks, N. D. 
March 22 (letter of notification) 531 shares of common 
stock (par $75) to be offered to employees. Price—$210 
per share. Proceeds—To acquire shares of common stock 
held by Estate of Glen Miner, former President of com- 
pany and to retire outstanding debentures. Office —- 901 
University Ave., Grand Forks, N. D. Underwriter— 
None. 
%* Macmillan Co., New York 
March 26 (letter of notification) 1,469 shares of com- 
mon stock (par $1). Price—At market (around $24 per 
share). Proceeds — To George P. Brett, Jr., President. 
Underwriter—Hemphill, Noyes & Co., New York. 
@ Magnolia Park, Inc. (4/5) 
Jan. 29 filed $2,500,000 of 6% subordinated convertible 
debentures due 1969 and 250,000 shares of common stock 
(par 10 cents) to be offered in units of $100 of deben- 
tures and 10 shares of stock. Price—$101 per unit. Pro- 
ceeds—For construction of racing plant and for ex- 
penses incident to racing activities. Underwriters—Gear- 
hart & Otis, Inc. and Hunter Securities Corp., both of 
New York; and T. J. Feibleman & Co., New Orleans, La. 
Market Basket, Los Angeles, Calif. (4/5) 
March 15 filed 28,830 shares of common stock (par 50 
cents) to be offered for subscription by stockholders of 
record about April 1, on a one-for-ten basis; rights to 
expire on April 16. Price—To be supplied by amend- 
ment. Proceeds—For improvements and working capital. 
Underwriters—Bateman, Eichler & Co., The First Cali- 
fornia Co., Inc., and William R. Staats & Co., all of Los 
Angeles, Calif. 
% Massachusetts Life Fund, Boston, Mass. 
March 29 filed 10,000 units of beneficial interest. 
At market. Proceeds—For investment. 


*% Mathieson Chemical Corp. 
March 26 filed 350,000 shares of common stock (par $5) 


Price— 


to be offered under the company’s restricted stock option 
plan to certain officers and other key employees of the 
company and its subsidiaries. 


* Mediterranean Petroleum Corp., Inc., 

Republic of Panama 
March 30 filed American voting trust certificates for 
1,000,000 shares of common stock (par one cent). Price 
—To be supplied by amendment. Proceeds—For ex- 
ploratory drilling and development, and for operations 


Continued on page 44 
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Continued from page 43 


and expenses. 
ment. 


Meteor Air Transport, Inc. 
March 17 (letter of notification) 199,800 shares of class 
A stock (par $1). Price—$1.50 per share. Proceeds— 
For working capital and purchase of aircraft. Business 
—A contract air carrier. Office—Teterboro Air Term- 
inal, Teterboro, N. J. Underwriter — Eisele & King, 
Libaire, Stout & Co., New York. 
% Mission Indemnity Co., Pasadena, Calif. 
March 29 filed 600,000 shares of common stock (par 65 
cents) to be offered first to stockholders and to gen- 
eral public. Price—$2 per share. Proceeds—To increase 
capital and surplus. Underwriter—None. 
® Missouri Public Service Co. 
Jan. 14 filed 527,865 shares of common stock (no par) to 
be offered for subscription by common stockholders on 
a share-for-share basis (with a 13-day standby). Price 
—To be supplied by amendment. Preceeds—Together 
with other funds, to acquire capital stock of Gas Service 
Coe. (a subsidiary of Cities Service Co.). Underwriter— 
Kidder, Peabody & Co., New York. Statement with- 
drawn in March, 1954. 


Monterey Oil Co., Los Angeles, Calif. 

Feb. 2 filed 257,338 shares of common stock (par $1). 
Price—At the market price then prevailing on the New 
York Stock Exchange, or through special offerings or 
secondary distributions. Proceeds—To Lehman Borthers 
(400 shares); partners of Lehman Brothers and members 
of their immediate families (150,458); and The Lehman 
Corp. (106,480). Underwriter—None. No general offer 
planned. 


% Mt. Snow Development Corp., Dover, Vt. 

March 23 (letter of notification) 161 shares of common 
stock (no par). Price—$1,000 per shaie. Proceeds—For 
clearing of land for ski trails, erection of tows and lifts 
and erection of lodge for ski resort and summer resort. 
Under writer—None. 


® Mountain States Telephone & Telegraph Co. 
March 5 filed 487,248 shares of capital stock being of- 
fered to stockholders of record March 26 on the basis of 
one new share for each four shares held; rights to expire 
on April 30. About 86.66% oi the presently outstanding 
stock is owned by American Telephone & Telegraph Co. 
Price—At par ($100 per share). Proceeds—To repay 
advances from parent company and for new construction. 
Underwriter—None. 
* Mutual Fund of Boston, Inc. 
March 29 filed 10,000 shares of capital stock. 
At market. Proceeds—For investment. 
Natick Indusiries, Inc., Natick, Mass. 
March 10 (letter of notification) 58,800 shares of com- 
mon stock (par $1). Price—$5 ver share. Procecds—For 
working capital, etc. Underwriter—J, P. Marto & Co., 
Boston, Mass. 

National Fuel Gas Co. (4/12) 
March 9 filed $15,000,000 sinking fund debentures due 
1979. Proceeds — To purchase certain shares of sub- 
sidiaries, who will use the proceeds to repay bank loans 
incurred for construction. Underwriters—For any de- 
dentures to be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.: The First Boston 
Corp.; Kuhn, Loeb & Co. and Wertheim & Co. (jointly); 
White, Weld & Co.; Harriman Ripley & Co. Inc. Bids— 
Tentatively expected to be received up to 11 a.m. (EST) 
on April 12 at 11 Broad St., New York, N. Y. 

National Union Fire Insurance Co. 
Feb. 26 filed 200,000 shares of capital stock (par $5) be- 
ing offered for subscription by stockholders of record 
March 19 on the basis of one new share for each two 
shares held; rights to expire on April 19. Priee—$30 per 
#@hare. Proceeds—To be added initially to the company’s 
general funds to be invested in seeurities which are 


qualified as legal inyestments. Underwriter—The First 
Beston Corp., New York. 


New Bristol Oils, Ltd., Toronto, Ont., Canada 
Dec. 18 filed 1,000,000 shares of common stock (par $1). 
Price—To be related to the bid price of the shares on 
the Toronto Stock Exchange, with a 20% underwriting 
commission. Proceeds—For general corporate purposes. 
Underwriter—To be named by amendment. 


New England Gas & Electric Association 
Dec. 10 filed 32,126 common shares of beneficial interest 
{par $8) being offered in exchange for common stock 
of New Bedford Gas & Edison Light Co. held by minor- 
ity stockholders on the basis of 43%, New England shares 
for each New Redford share held. The offer will expire 
on April 24. Financial Advisor—The First Boston Corp. 
New York. 
New Yorker Magazine, Inc. 
Feb. 23 (letter of notification) 2.400 shares of common 
=— (par =). Price $20.25 per share. Proceeds—To a 
selling stockholder. Underwriter — Sil ‘berg 
— rag eg Silberberg & Co., 
North American Uranium & Oil Corp., N. Y. (4/5) 
March 1 filed 759,000 shares of common stock (par 10 
cents). Price—$2 per share. Proceeds—For capital ex- 
penditures, including payment of balance due on cer- 
tain claims and properties. Underwriter—Israel & Co. 
New York. 
North Shore Music Theater, Inc., Boston, Mass. 
Feb. 3 (letter of notification) $80,000 of 5% notes due 
Feb. 1, 1974, and 2,000 shares of common stock (par 
$10) to be sold in units of $400 principal amount of 
motes and 10 shares of stock. Price—$500 per unit. Pro- 
ceeds—For actors’ equity bond, royalties, land, construc- 
tion of theater and related expenses. Office—60 State 
St., Boston, Mass. Underwriter—H. C. Wainwright & 
Co., Boston, Mass. 7 


Underwriter—To be named by amend- 


Price 
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® Northern States Power Co. (Minn.) (4/14) 
March 16 filed 1,219,856 shares of common stock (par 
$5) to be offered for subscription by common stock- 
holders on the basis of one new share for each 10 
shares held on April 15 (with an oversubscription privi- 
lege); rights to expire on May 4. Price—To be supplied 
by amendment. Proceeds—To repay bank loans and for 
constructicn program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Lehman 
Brothers and Riter & Co. (jointly); The First Boston 
Corp., Kuhn, Loeb & Co. and Blyth & Co., Inc. (jointly); 
Smith, Barney & Co.; While, Weld & Co. and Glore, 
Forgan & Co. (jointly). Bids—Tentatively expected to 
be received up to 10:30 a.m. (CST) on April 14 at 231 
La Salle St., Chicago 4, Ll. 


Northern States Power Co. (Minn.) (4/20) 
March 16 filed 150,000 shares of cumulative preferred 
stock (par $100). Preceeds—To repay bank loans and 
for new construction. Underwriter—To be determined 
by competitive bidding. Probable bidders: Lehman 
Brothers and Riter & Co. (jointly); Smith, Barney & Co. 
Bids—Tentatively expected to be received up to 10:30 
a.m. (CST) on April 20. 


Ohio Power Co. (4/14) 
March 12 filed $20,000,000 of first mortgage bonds due 
1984. Preceeds—To repay bank loans and for new con- 
struction.. Underwriters — To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc.; 
Kuhn, Loeb & Co., A. C. Allyn & Co., Inc. and Coffin 
& Burr, Inc. (jointly); Union Securities Corp. and Salo- 
mon Bros. & Hutzler (jointly); Harriman Ripley & Co. 
Inc. and Stone & Webster Securities Corp. (jointly). 
Bids—-Tentatively expected to be received up to 11 a.m. 
(EST) on April 14. 

Onio Power Co. (4/14) 
March 12 filed 50,000 shares of cumulative preferred 
stock (par $100). Proceeds—To repay bank loans and 
for new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Lehman Bro- 
thers; Kuhn, Loeb & Co., A. C. Allyn & Co. Inc., and 
Coffin & Burr, Inc. (jointly): Blyth & Co., Inc.: Union 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
The First Boston Corp.; Harriman Ripley & Co., Inc. and 
Stone & Webster Securities Corp. (jointly). Bids—Ten- 
tatively expected to be received up to 11 a.m. (EST) on 
April 14. 

Onego Corp., Uniontown, Pa. 
March 12 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds— 
To repay loan and to develop oil and gas properties. Of- 
fice—52 East Main Street, Uniontown, Pa. Underwriter 
—Langley-Howard, Inc., Pittsburgh, Pa. 


* Pan-icrael Oi! Co., Inc. of Republic of Panama 

March 30 filed American voting trust certificates for 1,- 
000,000 shares of common stock (par one cent). Price— 
To be supplied by amendment. Proceeds—For explora- 
tory drilling and development, and for operations and 
expenses. Underwriter—To be named by amendment. 


% Paradox Uranium Mining Corp. 

March 22 (letter of notification) 2,000,000 shares of com- 
mon stock (par one cent). Price — 15 cents per share. 
Proceeds—For mining expenses. Office—608 Rood Ave., 
Grand Junction, Colo. Underwriter—Tellier & Co., Jer- 
sey City, N. J. ; 


® Pennsylvania Gas Co. 

Feb. 25 (letter of notification) 17,526 shares of capital 
stock (no par) being offered for subscription by minor- 
ity stockholders of record March 19 on basis of one new 
share for each 12% shares held; rights to expire on 
April 26. National Fuel Gas Co., majority stockholder, 
will subscribe for an additional 28,554 shares. Price— 
$15 per share. Proceeds—For acquisition and working 
capital. Office—Warren, Pa. Underwriter—None. 


_Pennsylvania Power & Light Co. (4/5) 
March 12 filed 704,917 shares of common stock (no par) 
to be offered for subscription by common stockholders 
of record April 2 at the rate of one new share for each 
seven shares held; rights to expire on April 19. Price— 
To be supplied by amendment. Proceeds—To repay bank 
loans and for new construction. Underwriters—The First 
— Corp., New York, and Drexel & Co., Philadelphia, 

a. 


People’s Finance Corp., Denver, Colo. 
March 23 filed $300,000 of 6% 15-year convertible sub- 
ordinated debentures. Price—100% of principal amount. 
Proceeds—-For general corporate purposes, probably to 
reduce outstanding bank loans or repurchase of out- 
standing securities. Underwriter — Paul C. Kimball & 
Co., Chicago, II1. 


People’s Firance Corp., Denver, Colo. 

March 23 filed 2,904 shares of 6% cumulative preferred 
stock. Price—At par ($50 per share). Proceeds — For 
general corporate purposes. Underwriter-—None. Com- 
pany is also seeking registration of $164,000 of deben- 
tures, notes and preferred and common stock heretofore 
sold and holders thereof are to be offered the right to 
rescind their purchases. 


* Personal Book Shop, Inc., Boston, Mass. 


March 24 (letter of notification) 1,500 shares of 7% 
cumulative preferred stock. Price — At par ($100 per 
share). Preceeds — For working capital. Office—131 


Clarendon St., Boston, Mass. Underwriter—None. 


® Public Service Co. of New. Mexico (4/6) 

March 17 filed 138,551 shares of commen stock (par $5) 
to be offered for subscription by common stockholders 
of record April 1 at the rate of ohé new share for Bach 
10 shares held; rights to expire 61 April 15. Price—To 
be supplied by amendment. Proceeds — For construction 
program. Underwriter—Allen & Co.. New York. 





* Putnam (George) Fund of Boston — 
March 29 filed 500,000 shares of beneficial interest. Price 
—At market. Preceeds—For investment. 


% Reed Rolled Thread Die Co. 

March 19 (letter of notification) $250,000 of debentures. 
Price—At par (in units of $100 each). Proceeds—To re- 
tire loans and for working capital. Office—791 Main St., 
Holden, Mass. Underwriter—None. 

% Rittenhouse Fund, Philadelphia, Pa. 
March 30 filed 100,000 participating units. 
market. Proceeds—For investment. 


Safeway Stores, Inc., Oakland, Calif. (4/6) _ 
March 17 filed 268,740 shares of cumulative convertible 
preferred stock (par $100) to be offered for su , 
by common stockholders at rate of one preferred share 
for each 13 shares of common stock held on April 5; 
rights to expire April 21. Price — To be supplied by 
amendment. Proceeds—To repay bank loans and for 
working capital. Underwriter—Merrill Lynch, Pierce, 
Fenner & Beane, New York. 


Scurry-Rainbow Oil Ltd., Calgary, Alta., Canada 
Feb. 15 filed 4,700,416 shares of capital stock (par 50 
cents) being offered in exchange for the 2,670,000 shares 
of Scurry Oils Ltd. stock on a share-for-share basis, and 
in exchange for the 534,320 shares of Rainbow Oil Ltd. 
stock on a basis of 3.8 shares of Scurry-Rainbow stock 
for each Rainbow Oil share. The offer expires April 5, 
Underwriter—None. 


® Si Loan Co., Inc. (4/2-5) 

March 5 filed 58,916 shares of 7% cumulative convert- 
ible preferred stock (par $11) to be offered in exchange 
for outstanding participating preferred stock held at 
close of business March 25 on basis of two new shares of 
7% stock for each old participating preferred share held. 
Subject to prior right of exchange, 47,806 shares of the 
new preferred are to be purehased by the below named 
underwriters and reoffered to public. Price—$11.50 per 
share. Proceeds—To retire participating preferred stock. 
Underwriters — Simon, Strauss & Himme, New York; 
William N. Pope, Inc., Syracuse, N. Y.; and Chace, 
Whiteside, West & Winslow, Inc., Boston, Mass. Change 
in Name — Company was formerly known as Federal 
Loan Co. of Pittsfield, Inc. 


® Signature Loan Co., Inc. (4/2-5) 

March 5 filed 29,458 shares of convertible preferred 
stock (par $11) and 29,458 shares of class A common 
stock (par $1) to be offered to holders of participating 
preferred stock in units of one share of each class of 
stock on the basis of one unit for each participating pre- 
ferred share held as of record March 25. Company was 
formerly Federal Loan Co. of Pittsfield, Inc. Price— 
$15 per unit to stockholders and $15.50 per unit to 
public. Proceeds — For expansion and working cap- 
ital. Underwriters — Simon, Strauss & Himme and A. 
M. Kidder & Co., both of New York; William N. Pope, 
Inc., Syracuse, N. Y.: Chace, Whiteside, West & Winslow, 
Inc. and Draper, Sears & Co., both of Boston, Mass.; 
and Chilson, Newbery & Co., Kingston, N. Y. 

Somerset Telephone Co. 

Feb. 25 (letter of notification) 5,600 shares of preferred 
stock. Price— At par ($5 per share). Proceeds — To 
establish three dial exchanges. Office—Norridgewock, 
Maine. Underwriters—E. H. Stanley & Co. and Clifford 
J. Murphy Co., of Waterville, Maine. 


® Southern Indiana Gas & Electric Co. 

March 5 filed 114,166 shares of common stock (no par) 
being offered for subscription by common stockholders 
of record March 24 on the basis of one new share for 
each seven shares held; rights to expire on April 8. 
Price—$25.25 per share. Preceeds—To repay bank loans 
and for new construction. Underwriters—Smith, Barney 
& Co., New York.  .- 


Southern Indiana-:Gas:@& Electric Co. (4/13) 
March::5.filed- $8,000,000 first mortgage bonds due April 


Price—At 


1, 2984: Peeceeds—To repay bank loans and for: con- + 
struction program. Underwriters—To be determined by 


competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.: Smith, Barney & Co.; Kidder, Peabody & 
Co.; Carl M. Loeb, Rhoades & Co.; Salomon Bros. & 
Hutzler: The First Boston Corp.; Equitable Securities 
Corp.; White, Weld & Co. and Shields & Co. (jointly); 
Blair, Rollins & Co. Inc. Bids—To be received up to 
11 a.m. (EST) on April 13 at office of Commonwealth 
Services, Inc., 20 Pine Street, New York, N. Y. 


Spokane Seed Co., Spokane, Wash. 
March 8 filed $600,000 of 5% convertible debentures due 
June 15, 1964, to be sold to pea growers located in East- 
ern Washington and Northern Idaho. Price—1i100% of 
principal amount. Proceeds—To improve facilities and 
for working capital. Underwriter—None. 


@® Standard Uranium Corp., Moab, Uta (4/14-15) 
March 15 filed 1,430.000 shares of common stock (par 
one cent). Price—$1.25 per share. Proceeds—-To exercise 
options on claims, and for general corporate purposes. 
Underwriters—Gearhart & Otis, Inc.. New York, and 
Crerie & Co., Houston, Tex. 


* Stanley Aviation Corp. (New Yor) 

March 24 (letter of notification) $70,600 of preferred 
and common stock to be issued in units of one share of 
preferred and 10 shares of common stock (par 10 cents) 
at $101 per unit. Proceeds—-For working capital. Office 
—Buffalo 25, N. Y. Underwriter—None. 


Strevell-Paterson Finance Corp. 
Feb; 19 filed 640,000 shares of common stock (par 50 
cents) to be offered in exchange for the $300,000 par 
value of authorized, issued and outstanding capital 
stock of Strevell-Paterson Finance Co. on the basis fa) 
of 13 shares of Corporation stock for each of the 5,000 
shares of 5% cumulative preferred stock (par $10) of 
the Company and {b) 23 shares of Corporation stock 
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for each of the 25,000 shares of $10 par common stock 
of the company. Underwriter—None. Office—Salt Lake 
City, Utah. 


% Strickland (John L.) Co., Baltimore, Md. 
March 25 (letter of notification) $50,000 of 6% deben- 
tures due April 1, 1959. Price—At par. Proceeds—For 
general corporate purposes. Underwriter—None. 

Super Valu Stores, Inc., Hopkins, Minn. (4/8) 
See Winston & Newell Co., below. 
* Swartwout Co., Cleveland, Ohio 
March 24 (letter of nctification) 3,230 shares of class A 
stock (par $1) to be offered to employees pursuant to 
Employees’ Stock Purchase Plan. Price — $15.45 per 
share. Proceeds—For general corporate purposes. Office 
—18511 Euclid Ave., Cleveland, O. Underwriter—None. 
% Telephone Bond & Share Co., Wilmington, Del. 
March 31 filed 325,000 shares of common stock (par $1) 
to be offered for subscription by stockholders on the 
basis of one new share for each two shares held. Price 
—To be supplied by amendment. Proceeds—For fi- 
nancing of company’s subsidiaries. Underwriter — May 
be named by amendment. 
%* Temco Aircraft Corp. (4/19-20) 
March 30 filed 300,000 shares of common stock (par $1). 
Price — To be supplied by amendment. Proceeds — To 
three selling stockholders. Underwriter — Van Alstyne, 
Noel & Co., New York. 

Texas Southern Oil & Gas Co., 
March 15 (letter of notification) 200,000 shares of com- 
mon stock (par 25 cents). Price—$1.50 per share. Pro- 
ceeds—For payment to Warlit Oil Corp. and for work- 
ing capital. Office -— Wilson Tower Building, Corpus 
Christi, Texas. Underwriter — Barrett Herrick & Co., 
Inc., New York. 

Texas Utilities Co. (4/13) 
March 15 filed 250,000 shares of common stock (no par). 
Proceeds—For investment in subsidiaries. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Kidder, Peabody & Co., Merrill Lynch, Pierce, 
Fenner & Beane and Union Securities Corp. (jointly); 
Lehman Brothers and Bear, Stearns & Co. (jointly); The 
First Boston Corp. and Blyth & Co., Inc. (jointly). Bids 
—Expected to be received up to 11 a.m. (EST) on April 
13, 1954. 

Textron Incorporated, Providence, R. I. 
Feb. 8 filed 195,668.4 shares of 4% preferred stock, series 
B (par $100) and 489,171 shares of common stock (par 
50 cents) to be offered to holders of the 978,342 shares 
of common stock of American Woolen Co. on the basis of 
one-fifth of a share of preferred and one-half share of 
common stock plus $5 in cash for each American Woolen 
common share. The offer will expire April 5, unless 


extended. Dealer-Manager — Blair, Rollins & Co. Inc., 
New York. 


Trip-Charge, Inc., Pittsburgh, Pa. 

March 17 (letter of notification) 22,428 shares of 7% 
preferred stock (par $10) and 7,476 shares of common 
stock (par $1) to be offered in units of three preferred 
shares and one common share. Price—$33 per unit. 
Proceeds—For expansion and working capital. Business 
—Credit cards. Office—Fifth and Hamilton, Pittsburgh 
6, Pa. Underwriter—None. Common stockholders will 
have preemptive right to subscribe for units of one 
share of each class of stock at $12.50 per unit. 

* United Funds, Inc., Kansas City, Mo. 

March 29 filed 500,000 of United Income Fund shares, 
500,006 of United Continental Fund shares, 1,000.000 of 
United Accumulative Fund shares and $20,000,000 of pe- 
riod investment plans for purchase of United Accumula- 


tive Fund shares. Price—At market. Proceeds—For in- 
vestment. 


* United Gas Corp., Shreveport, La. 

March 29 filed $3,500,000 of participations in the Em- 
ployees’ Stock Purchase Plam swf this company and its 
subsidiaries, United Gas Pipe: Line Co. and Union Pro- 
ducing Co.;: and 125,000 shares of common stock of 
United Gas Corp. which may be purchased pursuant to 
the plan. 


@ Utah Power & Light Co. (4/28) 

Feb. 16 filed $15,000,000 of first mortgage bonds due 
1984. Proceeds—To repay bank loans and for new con- 
struction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; White, Weld & Co. and Stone & Webster Se- 
ecurities Corp. (jointly); Union Securities Corp. and 
Smith, Barney & Co (jointly); Lehman Brothers and 
Bear, Stearns & Co. (jointly); The First Boston Corp. 
and Blyth & Co., Inc. (jointly); Kidder, Peabody & Co.; 
Salomon Bros. & Hutzler. Bids—Tentatively expected 
to be received up to noon (EDT) on April 28 in Room 
2033, Two Rector St., New York, N. Y, 


* Value Line Fund, Inc., N. Y. 
March 30 filed 400,000 shares of capital stock. 
At market. Proceeds—For investment. 


* Value Line Income Fund, Inc., N. Y. 
March 30 filed 2,600.000 shares of capital stock. Price— 
At market. Proceeds—For investment. 


* Vulcanized Rubber & Plastics Co. 

March 23 (letter of notification) 3,540 shares of com- 
mon stock (no par) to be offered on April 5 to stock- 
holders of record March 30 on a basis of one new share 
for each two shares of preferred or common stock held; 
rights to expire on April 19. Price—$25 per share. Pro- 
ceeds — To purchase two injection molding presses and 
for working capitah Office—261 Fifth Ave., New York 
16, N. Y. Underwriter—None. 


* Wall Street Investing Corp., New York 
March 30 filed 100,000 shares of capital stock. Price— 
At Market. Proceeds—For investment. 


Price— 
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West Coast Pipe Line Co., Dallas, Tex. 

Nov. 20, 1952 filed $29,000,000 12-year 6% debentures 
due Dec. 15, 1964, and 580,000 shares of common stock 
(par 50 cents) to be offered in units of one $50 deben- 
ture and one share of stock. Price—To be supplied by 
amendment. Proceeds—From sale of units and 1,125,000 
additional shares of common stock and private sales of 
$55,006,000 first mortgage bonds to be used to build a 
1,030 mile crude oil pipeline. Underwriters — White, 
Weld & Co. and Union Securities Corp., both of New 
York. Offering—Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20, 1952 filed 1,125,000 shares of common stock (par 
50 cents). Price—To be supplied by amendment. Pro- 
ceeds—Together with other funds, to be used to build 
pipeline. Underwriters—White, Weld & Co. and Union 
Securities Corp., both of New York. Offering—Post- 
poned indefinitely. 
* West Penn Power Co. (4/20) 
March 25 {filed $12,000,000 first mortgage bonds, series 
P, due April 1, 1984. Proceeds—For construction pro- 
gram of company and its subsidiaries. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Lehman Brothers; W. C. Langley & Co.; Kidder, Pea- 
body & Co. and White, Weld & Co. (jointly); Kuhn, 
Loeb & Co.; Harriman Ripley & Co. Inc. Bids — Tenta- 
tively expected up to 11 a.m. (EST) on April 20. 

West Texas Utilities Co. (4/8) 
March 15 filed 60,000 shares of cumulative preferred 
stock (par $100), of which 47,370 shares are to be first 
offered in exchange for outstanding $6 cumulative pre- 
ferred stock on a share-for-share basis. Proceeds—To 
redeem $6 preferred stock and to finance new construc- 
tion. Underwriters—-To be determined by competitive 
bidding. Probable bidders: The First Boston Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane; Blyth & Co., Inc.; 
Harriman Ripley & Co. Inc.; Union Securities Corp.; 
Lehman Brothers: Stone & Webster Securities Corp. 
% West View Shores Enterprises, Inc. 
March 15 (letter of notification) 960 shares of common 
stock (par $1). Price—$100 per share. Proceeds—For 
improvement of property, etc. Office—1i100 West 10th 
St., Wilmington, Del. Underwriter—None. 
® Western Kentucky Gas Co. (4/7) 
March 17 filed 125,000 shares of common stock (par $5), 
of which 50,000 shares are for the account of the com- 
pany and 75,000 shares for the account of selling stock- 
holders. Price—To be supplied by amendment. Proceeds 
—To pay outstanding loans and for new construction. 
Office — Owensboro, Ky. Underwriters — Equitable Se- 
curities Corp., Nashville, Tenn., and J. J. B. Hilliard & 
Son, Louisville, Ky. 


- Winston & Newell Co., Hopkins, Minn. (4/8) 
March 19 filed 12,000 shares of 5.40% cumulative pre- 
ferred stock (par $50). Price—To be supplied by amend- 
ment. Proceeds—To reduce bank loans. Underwriters— 
J. M. Dain & Co., Piper, Jaffray & Hopwocd and Wood- 
ard-Elwood & Co., all of Minneapolis, Minn. Change in 
Name—In April, 1954, name will be changed to Super 
Valu Stores, Inc. 

* Wisconsin Investment Co., Milwaukee, Wis. 
March 25 filed $18,090,000 of sinking fund debentures due 
To be offered at market. Proceeds—For investment. 


* York Corp., York, Pa. (4/15) 

March 25 filed $18,000,00 of sinking fund debentures due 
1974 and 220,000 shares of common stock (par $1). Price 
—To be supplied by amendment. Proceeds—To retire an 
unspecified amount of first mortgage bonds and bank 
loans, for expansion and working capital. Business— 
Manufactures air conditioning and refrigeration equip- 
ment. Underwriters—The First Boston Corp. and Kid- 
der, Peapody & Co., both of New York. 


Prospective Offerings 


Alabama Gas Corp. 
March 1 it was announced stockholders will vote April 
20:on approving an increase in the authorized common 
stock (par $2) from 1,000,000 to 2,000,000 shares. South- 
ern Natural Gas Co., parent, owns about 99% of the 
presently outstanding common stock. There are no plans 
for immediate financing. Underwriter—None. 


®@ Allis-Chaimers Manufacturing Co. (5/6) 

March 23 the company announced it is preparing a $50,- 
000,000 financing program which will include the issu- 
ance and sale of 350,000 shares of new $100 par convert- 
ible preferred stock (carrying a dividend rate between 
334% and 4%%) and $15,000,000 of debentures or notes. 
Proceeds — To be added to general funds. Meeting 
Stockholders will vote May 5 on a proposal to increase 
the authorized preferred stock (par $100) from 259,481 
shares (118,854 shares outstanding) to 618,854 shares. 
Underwriter—Previous financing was underwritten by 
Blyth & Co., Inc., New York. Registration Of pre- 
ferred expected about April 15. Debt financing may be 
private 


American Natural Gas Co. 

March 11 it was announced stockholders will vote April 
28 on increasing the authorized common stock from 
4,000,000 to 5,000,000 shares to enable the company to sell 
additional shares when necessary. Offering will prob- 
ably be made to present stockholders: Proceeds—To sub- 
sidiaries for their construction programs. Underwriter— 
None. 


Arkansas Louisiana Gas Co. 
Feb. 22 it was reported Cities Service Co. may sell its 
holdings of 1,900,000 shares of this company’s stock. If 
sold at competitive bidding, bidders may include Smith, 
Barney & Co. and Blyth & Co., Inc. (jointly). 
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Arkansas Power & Light Co. 
Feb. 8 it was reported company plans to sell, probably 
in August, an issue of about $7,500,000 first mortgage 
bonds due 1984. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp.; Lehman Broth 
Stone & Webster Securities Corp. and White, Weld & 
Co. (jointly); Blyth & Co., Inc., Equitable Securities 
Corp. and Central Republic Co. Inc. (jointly); Merril¥ 
Lynch, Pierce, Fenner & Beane and Union Securities 
Corp. (jointly). 

Baltimore & Ohio RR. 
One bid was received by the Secretary of Reconstruction 
Finance Corporation, 811 Vermont Ave., N. W., Wash- 
ington 25, D. C., on March 15 for the purchase from the 
RFC of all or any part of $65,000,000 collateral trust 4% 
bonds, series A, due Jan. 1, 1965 of this railroad. This 


bid of 85% and accrued interest made by Bear, Stearns 
& Co. was rejected. 


* Bank of Virginia, Richmond, Va. (4/7-8) 
March 29 it was announced that within the next twa 
weeks an offering of 207,000 shares of capital stock (pax 
$10) will be made out of a total outstanding issue of 
360,000 shares. Price—None has been set, but it has been 
determined that it will be within the range of 20% and 
2042. Proceeds—To The Morris Plan Corp. of America. 
Underwriter—J. C. Wheat & Co., Richmond, Va. 
Boston Edison Co. 
Feb. 15 it was announced company plans to issue an@ 
sell about $15,000,000 of first mortgage bonds due 1984. 
Proceeds—For construction program. Underwriters—Ta@ 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Leh- 
man Brothers; Kuhn, Loeb & Co. and A. C, Allyn & Co. 
Inc. (jointly); White, Weld & Co.; Harriman Ripley & 
Co. Inc. Offering—Tentatively expected in June. 
Carrier Corp. 


Feb. 23 stockholders approved a proposal to increase 
the authorized common stock (par $10) from 1,600,000 
shares to 5,000,000 shares and the authorized preferred 
stock (par $50) from 181,855 shares to 800,000 shares 
to provide for further possible financing. Proceeds— 
For expansion, etc. Underwriters—Harriman Ripley & 
Co. Inc. and Hemphill, Noyes & Co. 

Central Hudson Gas & Electric Corp. 
March 8 it was announced issues of mortgage bonds and 
preferred stock are now under consideration, but def- 
inite plans will depend largely upon developments im 
the securities markets. Construction cash requirements 
are estimated at $17,300,000 for 1954-1955. Company i# 
reported to be considering the issuance of about $9,000.- 
000 bonds this fall and $3,500,000 of preferred stock im 
1955. Underwriter—Kidder, Peabody & Co., New York. 

Central Illinois Electric & Gas Co. 
Dec. 9 it was announced company intends to offer an@ 
sell around the middle of 1954 an issue of $4,000,000 first 
mortgage bonds. Preceeds—To repay bank loans and for 
new construction. Underwriters—To be determined bv 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Stone & Webster Securities Corp.; Kidder, 
Peabody & Co. and White, Weld & Co. (jointly). 

Chicago Great Western Ry. 
Feb. 26, the ICC dismissed the company’s application 
for exemption of an issue of $6,000,000 collateral trust 
bonds due Nov. 1, 1978 from competitive bidding. Pre- 
ceeds — To repay bank loans and for capital improve- 
ments. Underwriters—May be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc. 
and Union Securities Corn. (jointly): Kidder, Peabody 
& Co. and White, Weld & Co. (jointly); The First Boston 
Corp.; Merrill Lynch, Pierce, Fenner & Beane. On April 
23, last year, the road rejected the only bid made. of 
98.05% for a 5%4% coupon by Halsey, Stuart & Co. Ine: 
and Union Securities Corp. (jointly). 
* Chicago & North Western Ry. 
Bids will be received by the company up to noon (CST) 
on April 15 at 400 West Madison St., Chicago, ILll., for 
the purchase from it of $4,695,000 equipment trust cer- 
tificates to be dated May 1, 1954 and to mature in 15 
equal annual instalments to May 1, 1969. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Kidder, Peabody & Co.; Blair, Rollins & Co. Ine. 


Claussen Bakeries, Inc., Augusta, Ga. (4/20) 
March 16 it was reported company plans to sell 225,000 
shares of common stock. Proceeds—For working capi- 
tal. Underwriter—Johnson, Lane, Space & Co., Savan- 
nah, Ga. Registration—Expected March 31. 


Cleveland Electric Illuminating Co. (5/6) 
March 15 it was reported that company plans to issue 
and sell around $20,000,000 of first mortgage bonds due 
1989. Proceeds—For construction program. Underwriter 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc., Blyth & Co., Inc. and 


White, Weld & Co. (jointly): Kuhn, Loeb & Co. and 
Wertheim & Co. (jointly); Glore, Forgan & Co.: The 
First Boston Corp.: Dillon, Read & Co. Inc. Bids—Ten- 
tatively expected May 6. 

Colonial Fund, Inc. 
March 12 it was reported that, in connection with pro= 
posal to mutualize this Fund, a block of capital stock 


may be offered publicly through Stone & Webster Se- 

curities Corp., New York, and associates. 
Colorado-Western Pipeline Co. 

March 5 it was announced company has applied to Colo- 

rado P. U. Commission for authority to build a $21.500.- 

000 natural gas pipe line, in Colorado, to be financed 

through sale of about 70% of bonds and 30% of equity 


capital. John R. Fell, a partner of Lehman Brothers, is 
a Vice-President. 


Continued on page 46 
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Columbia Gas System, Inc. 

March 5 it was announced that company plans early in 
June to issue and sell $40,000,000 of senior debentures 
and an additional $40,000,000 of senior debentures later 
in 1954. Proceeds—For construction expenses and to re- 
pay a bank loan of $25,000,000. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 


- cree 9 mr th y is under 

rch 22 it was reporte a e company is - 

aaa to be considering the sale of $50,000,000 of bonds 

in May. Underwriter—To be determined by competitive 

bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
The First Boston Corp.; Glore, Forgan & Co. 
Consolidated Edison Co. of New York, 

Inc. (5/11) ; ; 
March 22 company applied to New York P. S. Commis- 
sion for authority to issue and sell $50,000,000 of first 
and refunding mortgage bonds, series K, due 1984. Pro- 
ceeds—To redeem outstanding New York Steam Corp. 
and Westchester Lighting Co. bonds. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; The 
First Boston Corp. Bids — Expected to be received on 
May 11. 


Consolidated Natura: Gas Co. (5/25) 

Jan. 27 it was reported company plans to issue and sell 
$25,000,000 of debentures due 1979. Proceeds—To pur- 
chase stock of company’s operating subsidiaries, who in 
turn will apply these proceeds for construction. Under- 
writers — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, 
Weld & Co. and Paine, Webber, Jackson & Curtis (joint- 
ly); Morgan Stanley & Co. and The First Boston Corp. 
(jointly). Bids—Expected to be received up to 11:30 
a.m. (EDT) en May 25. 


%*% Delaware Power & Light Co. 

March 27 it was announced company plans to issue and 
sell $10,000,000 of first mortgage and collateral trust 
bonds. Proceeds—To repay bank loans and for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
The First Boston Corp. and Blyth & Co., Inc. (jointly); 
White, Weld & Co. and Shields & Co. (jointly); Union 
Securities Corp.; Lehman Brothers; Morgan Stanley & 
Co.; Kuhn, Loeb & Co. and Salomon Bros. & Hutzler 
(jointly); W. C. Langley & Co. Registration—Expected 
about April 6. 


Duquesne Light Co. 

March 8, Philip A. Fleger, Chairman, stated that about 
$24,000,000 of new capital will be required during 1954 
and that plans for obtaining the necessary funds will be 
announced in the near future. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: (1) 
for bonds—Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; Glore, Forgan & Co.; Kuhn, Loeb & Co., Union 
Securities Corp. and A. C. Allyn & Co., Inc. (jointly); 
White, Weld & Co.; Drexel & Co. and Equitable Secu- 
rities Corp. (jointly); Harriman, Ripley & Co., Inc. (2) 
For common stock—Kidder, Peabody & Co. and White, 
Weld & Co. (jointly); Blyth & Co. Inc. and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Union Secu- 
rities Corp.; Kuhn, Loeb & Co. and Smith, Barney & Co. 
(jointly); Stone & Webster Securities Corp.; The First 
Boston Corp. and Lehman Brothers (jointly); Carl M. 
Loeb, Rhoades & Co. and Wertheim & Co. (jointly). 


Eastern Utilities Associates 
March 8 it was announced company plans the sale not 
later than Oct. 1, 1954 of about $2,000,000 of common 
stock, probably first to stockholders. Proceeds—To re- 
pay bank loan. 


Empire District Electric Co. 
March 16 it was reported company plans the sale 
about the middle of 1954 of not over 40,000 shares of 
preferred stock, if market conditions are favorable. 
Proceeds—About $4,000,000 to be used for construction 
program. Underwriters—The First Boston Corp, New 
York; and G. H. Walker & Co., St. Louis, Mo. 


First National Bank of Portland (Ore.) 
Feb. 23 stockholders approved a proposal to issue and 
sell to stockholders of record Feb. 26 a total of 400,000 
additional shares of $12.50 par value capital stock on 
the basis of one new share for each three shares held; 
rights to expire on April 15. Price—$40 per share. Pro- 
ceeds—To increase capital and surplus. Underwriter— 


— shares to be purchased by Transamerica 
orp. 


First National Bank of Toms River, N. J. (5/14) 
Jan 12 it was announced bank plans to offer for sub- 
scription by its stockholders of record May 1, 1954, an 
additional 3,000 shares of capital stock (par $10) on the 
basis of one new share for each 26 shares held; rights to 
expire on June 16. Price—$50 per share. Proceeds—To 
increase capital and surplus. Underwriter—None. 


® Florida Power Corp. 

March 25 stockholders voted to increase the authorized 
preferred stock from 250,000 to 500,000 shares and the 
common stock from 2,500,000 to 5,000,000 shares. Under- 
writers — Kidder, Peabody & Co., and Merrill Lynch, 
Pierce, Fenner & Beane, both of New York. 


Florida Power & Light Co. 
Jan. 25 it was reported company may later this year 
issue and sell about $15,000,000 of first mortgage bonds. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co.; Lehman Brothers; Merrill Lynch, Pierce, Fenner 


& Beane; Glore, Forgan & Co. and Harriman Ripley & 
Co. Inc. (jointly). 
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Foote Mineral Co., Philadelphia, Pa. 
Feb. 20 it was announced stockholders will vote April 
22 on increasing the authorized common stock (par $2.50) 
from 500,000 eces'te 1,000,000 shares. There are pres- 
ently 276,088 shares outstanding and an additional 43,217 
shares are reserved for conversion of debentures and 
the remaining 180,695 shares are available for the em- 
ployees’ stock bonus plan. The proposed increase in 
capitalization is necessary to provide additional shares 
to finance the continued growth of the company, or if it 
seems advisable for stock dividends or a stock split. Un- 
derwriter—Estabrook & Co., New York and Boston. 


General Acceptance Corp. (4/27) 
March 22 it was reported company plans registration, 
probably next week, of $4,000,000 convertible debentures 
due 1984 (with warrants). Underwriter—Paine, Webber, 
Jackson & Curtis. Registration — Expected in about a 
week. 


General Public Utilities Corp. (5/17) 

March 8 it was announced company plans to offer about 
606,576 additional shares of common stock (par $5) to 
stockholders on the basis of one new share for each 15 
shares held on or about May 15; rights to expire June 2. 
Price—To be determined just prior to the offering date. 
Proceeds—To be invested in the domestic subsidiaries. 
Underwriter—None, but Merrill Lynch, Pierce, Fenner 
& Beane may act as clearing agent. 


Granby Consolidated Mining, Smelting 
& Power Co., Ltd. 

March 23 it was announced that the company may find 
it necessary to sell a bond issue or to issue the balance 
of its unissued common shares, of which there are 
149,739.35 of $5 par value. As the company’s shares are 
now selling on the New York Stock Exchange at about 
$7.50 per share it is necessary that stockholders on April 
13 approve issuance of the unissued shares before they 
can be sold at a premium. Proceeds—To be used for 
financing Granduc Mines, Ltd., in which Granby owns 
an interest. 

Gulf Insurance Co., Dallas, Texas (4/12) 
Feb. 15, T. R. Mansfield, President, announced that com- 
pany plans to offer to its stockholders of record April 12 
the right to subscribe for 5,000 additional shares of cap- 
ital stock (par $10) on a pro rata basis. Price—Not ex- 
ceeding $55 per share. Proceeds — To increase capital 
and surplus. Underwriters—None. 

Hewitt-Robins, Inc. 
March 23 stockholders approved an authorized issue of 
50,000 shares of cumulative preferred stock (par $50), 
of which it is planned to market immediately 25,000 
shares. Proceeds — For expansion and working capital: 
Underwriter—F. Eberstadt & Co., Inc., New York. 

Indiana & Michigan Electric Co. 
Jan. 27 it was announced company plans to sell around 
November, 1954, an issue of about $16,500,000 first mort- 
gage bonds due 1984 and 40,000 shares of cumulative 
preferred stock (par $100). Underwriter — To be de- 
termined by competitive bidding. Probable bidders: (1) 
For bonds—Halsey, Stuart & Co. Inc.; Union Securities 
Corp., Goldman, Sachs & Co. and White, Weld & Co. 
(jointly); The First Boston Corp.; Harriman Ripley & 
Co. Inc.; Kuhn, Loeb & Co.; (2) for preferred—The First 
Boston Corp.; Smith, Barney & Co.; Lehman Brothers; 
Union Securities Corp. 


Jersey Central Power & Light Co. 

Dec. 16 it was reported company tentatively plans to 
issue and sell in 1954 about $6,000,000 first mortgage 
bonds due 1984. Proceeds — For construction program. 
Underwriters — To be determined by competitive bid- 
ding, Probable bidders: Halsey, Stuart & Co. Inc.; White, 
Weld & Co.; Glore, Forgan & Co.; Kidder, Peabody & 
Co.; Union Securities Corp., Salomon Bros. & Hutzler 
and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
The First Boston Corp.: Lehman Brothers. 


Kansas City Power & Light Co. 

March 8 it was announced that company may sell in the 
latter part of 1954 $16,000,000 first mortgage bonds. Pro- 
ceeds — To repay bank loans and for new construction. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers and Bear, Stearns & Co. (jointly); Kuhn, Loeb 
& Co., Salomon Bros. & Hutzler and Union Securities 
Corp. (jointly); Glore, Forgan & Co.; Blyth & Co., Inc. 
and The First Boston Corp. (jointly); White, Weld & Co. 
and Shields & Co. (jointly); Harriman Ripley & Co., Inc., 
Equitable Securities Corp. Meeting — Stockholders will 
vote April 27 on approving new financing. 


® Kansas-Nebraska Natural Gas Co., Inc. (5/3) 
March 24 it was reported company plans to issue and 
sell 10,600 shares of 5% cumulative preferred stock (par 
$100) and 85,909 shares of common stock (latter to stock- 
holders on a 1-for-10 basis). Proceeds—For expansion 
program. Underwriters—The First Trust Co. of Lincoln, 
Neb.; and Cruttenden & Co., Chicago, III. 


® Koppers Co., Pittsburgh, Pa. 

March 29 stockholders voted to increase the authorized 
common stock from 2,000,000 shares (1,867,125 shares 
outstanding) to 3,000,000 shares. There are no imme- 
diate plans to issue any of the additional stock. Under- 
writer—The First Boston Corp., New York. 


Long Island Lighting Co. 

March 4 it was announced company plans later this year 
to issue additional common stock and mortgage bonds 
to finance its construction program, which will require 
about $70,000,000 additional financing. Underwriter— 
For bonds to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; W. C. Lang- 
ley & Co.; Blyth & Co., Inc. and The First Boston Corp. 
(jointly); Smith, Barney & Co. Underwriters for com- 
mon stock may be Blyth & Co., Inc., The First Boston 
Corp. and W. C. Langley & Co. and associates. 


Louisville & Nashville RR. 
Nov. 12 it was reported that the company may issue and 
sell an issue of bonds late in 1954. Preceeds—To retire 
$24,610,000 Atlanta, Knoxville & Cincinnati Division 4% 
bonds due May 1, 1955, and for general corporaté pur- 
poses. Underwriters—May be determined by competitive 
bidding. Probable Lidders: Halsey, Stuart & Co. Inc; 
Morgan Stanley & Co.; White, Weld & Co. and Salomon 
Bros. & Hutzler (jointly). 

Metropolitan Edison Co. 
Dec. 16 it was reported company may sell in 1954 about 
$3,500,000 first mortgage bonds due 1984. Preceeds—For 
construction program. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; White, Weld & Co.; Kidder, Peabody & Co. 
and Drexel & Co. (jointly); Kuhn, Loeb & Co. and Salo- 
mon Bros. & Hutzler (jointly). 

Montana-Dakota Utilities Co. 
March 17 it was reported that company plans to issue 
and sell late this year some additional first mortgage 
bonds. Proceeds—To repay bank loans and for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc., White, Weld & Co. and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Blair, Rollins 
& Co. Inc. bs 
® Montana Power Co. (5/4) 
March 22 it was reported planned to register about 
March 31 $6,000,000 first mortgage bonds due 1984. Pro- 
ceeds——-For construction program. Underwriter—To -be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc; Lehman Brothers; Kidder, 
Peabody & Co., Smith, Barney & Co., Blyth & Co., Ine. 
and Lee Higginson Corp. (jointly); Union Securities 
Corp. Bids—Expected to be received up to 11 a.m, (EDT) 
on May 4. 
® Montana Power Co. (5/4) 
March 22 it was reported company about March 31 in- 
tended to register with the SEC 60,000 shares of cumu- 
lative preferred stock (par $100). Proceeds—For con- 
struction program. Underwriter—May be determined by 
competitive bidding. Probable bidders: White, Weld & 
Co.; Lehman Brothers; Union Securities Corp.; Kidder, 
Peabody & Co. and Blyth & Co., Inc. (jointly). Bids— 
Tentatively expected to be received up to 11 a.m. (EDT) 
on May 4. 
® Montana Power Co. (5/12) 
March 22 it was reported the company about March 31 
intended to register with the SEC $18,000,000 of deben- 
tures due 1979. Proceeds—To refund a like amount of 
4°4% debentures due 1978. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; White, Weld & Co.; Lehman Bro- 
thers; Kidder, Peabody & Co., Smith, Barney & Co., 
Blyth & Co., Inc. and Union Securities Corp. (jointly). 


Bids—Tentatively expected to be received up to 11 a.m. 
(EDT) on May 12. 


Montreal Transportation Commission 

March 22 it was reported Commission may issue and 
sell around $30,000,000 to $35,000,000 bonds for refund- 
ing purposes. Underwriter—If through competitive bid- 
ding, probable bidders will include: Shields & Co., Hal- 
sey, Stuart & Co. Inc. and Savard & Hart (jointly); 
Kuhn, Loeb & Co., Glore, Forgan & Co. and Salomon 
Bros. & Hutzler (jointly); Lehman Brothers; White, 
Weld & Co., Union Securities Corp., and Blyth & Co., 
Ine. (jointly); Dominion Securities Corp. 


New Jersey Bell Telephone Co. (5/5) 

Feb. 19 the company petitioned the New Jersey P. U. 
Commission for permission to issue and sell in May 
$25,000,000 of debentures and $75,000,000 of capital stock 
(the latter to American Telephone & Telegraph Co.) 
Preceeds—-To finance construction. Underwriters—To 
be determined by competiiive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; Morgan 
Stanley & Co.; Shields & Co.; White, Weld & Co.: The 
First Boston Corp. Bids—Tentatively expected to be re- 
ceived up to 11 a.m. (EDT) on May 5. 


New Jersey Power & Light Co. 

Dec. 16 it was reported this company tentatively plans 
issue and sale in 1954 of about $3,000,000 first mortgage 
bonds due 1984. Proceeds—To repay bank loans and for 
row construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kuhn, Loeb & Co. and Lehman Brothers 
(jointly); Equitable Securities Corp.; Union Securities 
Corp. and White, Weld & Co. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane. 


New Orleans Public Service Inc. 
Feb. 8 it was reported company plans to offer for sale 
$6,000,000 of first mortgage bonds due 1984 late this 
year. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Union Securities Corp. and 
Harriman Ripley & Co. Inc. (jointly); Lehman Brothers; 
Kidder, Peabody & Co. and Stone & Webster Securities 
o (jointly); The First Boston Corp.; White, Weld & 

Oo. 


New York State Electric & Gas Corp. 
Feb. 3 company sought authority from the New York 
P. S. Commission to sell an issue of $5,000,000 par 
value of preferred stock early this spring. It is also 
planned to issue and sell in the spring $20,000,000 of 
first mortgage bonds. Previous financing was done pri- 
vately. 


Northern Iilinois Gas Co. 
March 12 it was announced directors have authorized a 
public offering, subject to market conditions, of 400,000 
shares of common stock about May 1. Proceeds — For 
construction program. Underwriters—The First Boston 
Corp. and Glore, Forgan & Co., both of New York, 
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% Northern Natural Gas Co. 

March 29 it was reported company plans to issue and 
sell $24.000,000 of sinking fund debentures due 1974 and 
about $13,000,000 of common stock. to repay bank loans 
and for new construction. Underwriter—Blyth & Co., 
Inc., New York, and San Francisco. 


Northern States Power Co. (Minn.) 

Feb. 8 it was reported company is planning the issuance 
and sale of approximately $20,000,000 of first mortgage 
bonds due 1984 in October of 1954. Underwriters — To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Lehman Brothers and 
Riter & Co. (jointly); Smith, Barney & Co.; Glore, 
Forgan & Co.; Merrill Lynch, Pierce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly); 
Equitable Securities Corp. and Union Securities Corp. 
(jointly): Kuhn, Loeb & Co., A. C. Allyn & Co. Inc. and 
Wertheim & Co. (jointly). 


Ogden Corp., New York 

March 19 it was announced stockholders on April 1 will 
vote authorizing an issue of $20,000,000 debentures and 
300,000 shares of preferred stock (par $50) and increase 
the authorized common stock from 3,404,135 shares to 
5,500,000 shares. Proceeds—To complete certain acquisi- 
tions and to repay short-term borrowings. Underwriter 
—May be Allen & Co., New York. 


Pennsylvania Glass Sand Corp. 
Feb. 26 it was announced stockholders will vote April 27 
on increasing the authorized common stock from 740,000 
shares to 1,000,000 shares. No immediate plans to issue 
any of the additional stock have been announced. Un- 
derwriters—Harriman Ripley & Co. Inc., and Smith, 
Barney & Co., New York. 


Public Service Co. of Colorado 

Oct..13 it was reported company is planning to float ar 
issue of $15,000,000 first mortgage bonds, due 1984, early 
in 1954. Proceeds — For financing, in part, a $17,000,- 
000 electric generating plant to be constructed in Denver, 
Colo. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co.; The First Boston Corp.; Harris, Hall 
& Co. Inc.; Harriman Ripley & Co., Inc. and Union Se- 
curities Corp. (jointly); Lehman Brothers; Kidder, Pea- 
body & Co.; Blyth & Co., Inc. and Smith, Barney & Co 
(jointly). 


® Public Serivce Electric & Gas Co. (5/26) 

Jan. 27, G. H. Blake; President; announced tnat a $50,- 
000,000 financing program is expected in the Spring 
The type of securities to be issued is still undetermined 
but some form of debt financing is indicated (probably 
first and refunding mortgage bonds due 1984). Under- 
writers—For any bonds will be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co 
Inc.; Morgan Stanley & Co. and Drexel & Co. (jointly): 
Kuhn, Loeb & Co. and Lehman Brothers (jointly): The 
¥irst Boston Corp. Bids—Tentatively expected on May 26 


Riddle Airlines, Inc. 
Jan. 7 it was reported company plans to file a letter of 
notification soon to issue an aggregate value of up tc 
$300,000 of new securities. Underwriter—Eisele & King 
Libaire, Stout & Co., New York. 


* St. Joseph Light & Power Co. 

March 30, C. A. Semrad, President, announced that the 
company may raise new money this year through the 
sale of $1,000,000 first mortgage bonds or from tempo- 
rary bank loans for its 1954 construction program, which, 
it is estimated, will cost $1,661,000. Underwriters—May 
be determined by competitive: bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Smith, Barney & Co., 
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NSTA Notes 


transportation to and from Fresno, two nights lodging, meals—a 
milk punch breakfast Saturday morning and a cocktail party 
Saturday evening—for a blanket charge of $25. This charge has 
been held to an absolute minimum to promote as large an attend- 


ance as possible. 


Reservations may be sent to Richard Payne at Walter C. 
Gorey & Co. in San Francisco or James Fraser of Stern, Frank, 


Meyer & Fox, Los Angeles. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 
of New York, Inc. 


Security Traders Association 
League standing as of March 25, 1954 is as follows: 
Team: 
Leone (Capt.), Nicman, Gannon, Tisch, Greenberg 


Manson (Capt.), Jacobs, Topol, Weissman, H. Frankel 


Serlen (Capt.), Rogers, Gold, Krumholz, Gersten__- 
Donadio (Capt.), Craig, Gronick, Bies, Demaye 
Bean (Capt.), Bass, Valentine, Eiger, Bradley _. 
Burian (Capt.), Gavin, Clemence, Montanye, Whiting 


Kaiser (Capt.), Hunt, Werkmeister, Swenson, Ghegan- 


Klein (Capt.), Fredericks, Murphy, Weseman, Mewing 
Growney (Capt.), Corby, Siegel, Voccolli, Lienhardt 


Krisam (Capt.), Pollack, Cohen, Smith, Strauss, Define 


Hunter (Capt.), Brown, Alexander, Farrell, Barker 
Meyer (Capt.), M. Meyer, Frankel, Wechsler, King 


200 Point Club 
Hank Gersten __.__.. 235 


(Oscar Gruss & Sons) Roy Klein 





5 Point Club 
Hank Gersten 


and Glore, Forgan & Co. (jointly); Union Securities 
Corp.; White, Weld & Co.; Equitable Securities Corp. 


Scott Paper Co. 


Feb. 23 it was announced stockholders will vote April 
27 on increasing the authorized common stock from 5,- 
000,000 to 10,000,000 shares and the authorized indebted- 
ness of the company from $25,000,000 to $50,000,000. The 
company has no specific financing program. Under- 
writers—Previous offering of $24,952,800 3% convertible 
debentures, in September, 1953, was underwritten by 
Drexel & Co., Smith, Barney & Co. and Merrill Lynch, 
Pierce, Fenner & Beane. 


Scudder Fund of Canada, Ltd. 


Jan. 29 it was announced company intends to make an 
initial public offering of its common shares in the United 
States to realize at least $5,000,000. 


Southwestern Development Co. 


Jan. 18 it was announced that Sinclair Oil Corp. will re- 
ceive 769,722 shares of Pioneer Natural Gas Co. stock 
under plan of distribution of Southwestern’s assets to 
be voted upon Feb. 15. Underwriter—Union Securities 
Corp., New York, underwrote sale of Sinclair’s holdings 
in Colorado Interstate Gas Co. 


Southwestern Gas & Electric Co. 


March 8 it was announced company plans to issue and 
sell in September, 1954, $10,000,000 first mortgage bonds. 
Proceeds—To refund bank loan of $7,500,000 and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp.; Lehman Brothers; 
Blyth & Co., Inc.; Kuhn, Loeb & Co.; Merrill Lynch, 
Pierce, Fenner & Beane and Union Securities Corp. 
(jointly); Harriman Ripley & Co. Inc.; The First Boston 
Corp. 


Tennessee Gas Transmission Co. 


Jan. 27 it was reported company plans issuance and sale 
of $20,000,000 of debentures in April or May and $25,- 
000,000 of first mortgage pipe line bonds in July. Pro- 
ceeds—For new construction. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Stone & Webster Securities 
Corp. and White, Weld & Co. (jointly). 


Texas Eastern Transmission Corp. 
March 5 it was announced stockholders will vote April 
27 on increasing the authorized common stock from 7,- 
500,000 shares to 10,000,000 shares. Underwriter—Dillon, 
-Read & Co. Inc., New York. 


Toledo Edison Co. 


March 3 it was announced stockholders will vote April 
26 on increasing the authorized cumulative preferred 
stock from 300,000 shares to 500,000 shares. Underwrit- 
ers—The First Boston Corp., New York, and Collin, 
Norton & Co., Toledo, Ohio. 


Transcontinental Gas Pipe Line Corp. 


March 16 it was reported company plans later this year 
10 90 some permanent financing to repay temporary 
bank loans necessary to pay for new construction esti- 
mated to cost about $11,000,000 for 1954. Underwriters— 
White. Weld & Co. and Stone & Webster Securities 
Corp., both of New York. 


* Tri-Continental Corp. 

March 20 stockholders voted to reclassify 500,000 shares 
of presently authorized but unissued $6 cumulative pre- 
ferred stock, without par value, into 1,000,000 shares of a 
new class of preferred stock, $50 par value, making 
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possible a refunding of the outstanding $6 preferred 
stock at an appropriate time, when conditions warrant. 
Underwriter—Union Securities Corp., New York. 


Union Oil Co. of California 


March 8 it was announced stockholders on April 13 will 
vote on increasing the authorized common stock from 
7,500,000 shares to 15,000,000 shares. The company said 
it has no immediate plans to market the additional 
shares. Underwriters—Dillon, Read & Co., New York. 


® Virginia Electric & Power Co. (5/18) 


March 17 it was reported company plans to issue and 
sell $25,000,000 first refunding mortgage bonds due 1984. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co. and Wertheim & Co. (jointly); Stone 
& Webster Securities Corp.; White, Weld & Co.: Union 
Securities Corp.; Salornon Bros. & Hutzler. Bids—Ex- 
pected to be received on May 18. Registration — Tenta- 
tively scheduled for about April 19. 


West Coast Telephone Co. 


Feb. 6 it was announced California P. U. Commission 
has authorized company to issue 20,000 shares ef com- 
mon stock (par $25). Proceeds—To repay bank loans 
and for construction program. Underwriter — Blyth & 
Co., Inc., San Francisco, Calif. 


West Texas Utilities Co. 


March 8 it was announced company plans to refund its 
$5,500,000 bank loan in the Spring of 1955 through the 
issuance and sale of first mortgage bonds. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc. and 
Salomon Bros. & Hutzler (jointly); Merrill Lynch, 
Pierce, Fenner & Beane; Equitable Securities Corp.; 
Glore, Forgan & Co.; Kuhn, Loeb & Co. and Lehman 
Brothers (jointly); Kidder, Peabody & Co.; The First 
Boston Corp. 


Western Pacific RR. Co. 


March 10 company applied to the ICC for exemption 
from competitive bidding on its proposed $22,500,000 
debenture issue. The 30-year 5% income securities, 
would be offered in exchange for 225,000 of $100 par 
preferred stock, of the more than 300,000 shares out- 
standing. The company plans to offer $100 of deben- 
tures, one-fifth of a share of common, and an undeter- 
mined cash payment for each share of preferred stock 
and then redeem the then remaining outstanding 83,211 
shares of preferred stock. 


* Wisconsin Electric Power Co. 


March 24 it was reported company plans to issue and 
sell $20,000,000 of first mortgage bonds due 1984. Pro- 
ceeds—-For construction program. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; Kuhn, 
Loeb & Co.; Lehman Brothers and Salomon Bros. & 
Hutzler (jointly); Union Securities Corp. and Harriman 
Ripley & Co. Ine. (jointly); The First Boston Corp.; 
Equitable Securities Corp.; Merrill Lynch, Pierce, Fen- 
ner & Beane. 


* Wisconsin Electric Power Co. 

March 24 it was reported company plans to offer to its 
commor stockholders of record about April 28 an addi- 
tional 421.492 shares of common stock (par $10) on a 
1-for-10 basis (with an oversubscription privilege). 
Proceeds—For new construction. Underwriter—None. 





Hugh J. Devlin 


| Hugh J. Devlin, associated with 
|Barrett Herrick & Co., New York 
|City, passed away on March 23, 

| 


INC. D.C 
Dividend No. 202 


A quarterly dividend of seventy-five cents 





(75c) per share on all the outstanding stock 
of the Company has been declared payabic 


April 28, 1954 to stockholders of record at | 
the close of business April 14, 1954. 


Vice President and Treasurer | 


























DIVIDEND NOTICES 


THE ATCHISON, TOPEKA AND 
SANTA FE RAILWAY COMPANY 
New York, N. Y., March 25, 1954 
' The Board of Directors has this day de- 
| clared a dividend of One Dollar and Twenty- 
five Cents ($1.25) per ae = Ps ae 
No 166, on the Common YXapital S °o 
DIVIDEND NOTICES payable June 1, 1954, to holders 
of said Common Capital Stock registered on 
} COMBUSTION ENGINEERING the books of the Company at the close of 
| ’ business April 30, 1954 
WILSON, Assistant Treasurer 
120 Broadway, New York 5, N. Y 


this Company, 


OTTO W. STRAUSS | GOODFYEAR 


DIVIDEND NOTICES 


DAYSTROM 


Incorporated: Elizabeth, N. J. 





~ 











F—oNW/7 INN 
DIVIDEND NOTICE 
i” LF OU 


The Directors of Daystrom, Incorporated, 
on March 23, 1954, declared a regular 
quarterly dividend of 25 cents per share, 
payable May 15, 1954, to holders of 
record April 27, 1954. 





*% Operating Units x 
DAYSTROM FURNITURE DIVISION 
DAYSTROM INSTRUMENT DIVISION 

DAYSTROM ELECTRIC CORP. 
































Bowling Pt ae AMERICAN TYPE FO 
“f UNDERS, INC. 
| DIVIDEND NOTICE \ 
’ The Board of Directors 
Points P has declared today the fol- os 
2815 4a, 8, O I S lowing dividends ' C . 
28: LTR I ose: =e VANADIUM CORPORATION 
271% te ey | $1.25 per share for the second 
971 Te up j ELEVATOR | quarter of 1954 upon the $5 OF AMERICA 
27% \ iP Preferred Stock, payable J 
Villige eferre toca, payable June 
25 a’ wy C OM PAN Y 15, 1954, to stockholders of 
25 > record at the close of business 
. May 17, 1954. 
25 COMMON DivipEND No. 188 | 75 cents per share upon the 
, ( Stock yable June 
9414, ; ‘widend of $671 F , ommon Stock, payable June 
= 2 A dividend of $.62/ oo har 15, 1954, to stockholders of 420 Lexington Avenue, New York 17 
93 on the no par value Common | record at the close of business Dividend Notice 
21% Stock has been declared, payable | May 17, 1954. ividend Notice 
20 April 30. 1954, to stockholder | The Geodyear Tire & Rubber Co. At a meeting of the Board of Directers 
. Il i) By Arder held today, a dividend of sixty cents per 
12 of record at the close of business jf | Ana, aims share was declared on the capital steck 
= on April 2, 1954 | ns of the Corporation, payable May 18, 1954, 
101% othe ar to stockholders of record at 3:30 o'clock 
Checks will be mailed | p. m., May 7, 1954. Checks will be mailed, 
H.R. FarpweLL. Treasurer B. O. BRAND, Secretary. 
, , . ws Name > arch 2 1954 
New York, March 24, 1954 | Dated March 23 
Rubber | —___— 
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WASHINGTON, D. C. — 
Slowly and unspectacularly, 
there is developing a new war 
surplus problem. 

After the last war, the offi- 
cially declared total of war 
surplus goods was $27.2 billion. 
{t took five years to liquidate 
this surplus. How much the 
present war surplus problem 
amounts to is not known, but 
it is in a range of some $10 
to $25 billion. 

The new war surplus problem 
is developing with an unique 
lack of drama and atttention, 
even if it rivals the problem 
of war surpluses left by World 
War II. 

This unspectacular character 
Jaas been due to a number of 
reasons. In the first place, the 

_mnilitary was obviously reluc- 
fant to give any thinking to the 
question of what might be sur- 
plus over needs, so long as there 
was active combat in Korea. 
No matter how old a gun or an 
airplane or a ship might be, so 
long as there was the contin- 
gent possibility of all-out war, 
the military folks were not 
anxious to bust into their ware- 
houses and throw out stuff 
which in a pinch could be use- 
ful. 


With the ending of active 
fighting in Korea there came 
an insistent demand from the 
mew Defense Department heads 
ander Secretary Charles E. Wil- 
sen to tackle earnestly the in- 
ventory problem. Probably 
more progress has been made 
than before in history under 
Mr. Wilson to get the military 
men to thinking in terms of 
what is a businesslike volume of 
inventories at all levels. 


Another factor is that the 
military and the General Serv- 
sces Administration had not 
until recently been able to get 
together on the outlines of a 
disposal program. 

Finally, tne very size of the 
military inventory has itself 
been a factor in forcing the 
‘lefense establishment to come 
te grips with the problem. Ac- 
cording to the House Govern- 
ment Operations Committee, as 
far back as the fiscal year 1948 
the military establishment was 
occupying 529 million square 
feet of storage space, 60% of 
which was permanent, covered 
depot area. The amount obvi- 
ously has increased since. 

It has come down to the point 
where the military just must 
throw stuff wholesale out of its 
warehouses or go to Congress 
and ask to build hundreds of 
millions of square feet addi- 
tional of warehouses. This is 
something for which Congress 
would give no more money at 
present. 


first Job Is to Make Inventory 


The first job is to make an 
inventory. So as of now the 
Army, Navy, and Air Force, 
are surveying each warehouse, 
cantonment, installation, and so 
on, and determining exactly 
what kinds and how much of 
mnillions of items of supply are 
on hand. The next job will be 
to reach a determination of how 
much of that is surplus. 

After the inventory has been 
made and the surplus listed, 
then disposal begins. 

Disposal is of two kinds 
Items of common use to the 
government are handled by the 
General Services Administra- 
tion. GSA handles the surplus 
pencils, paper, typewriters, 


drinking cuns, etc. It first of- 
fers these “common use items” 
to all other Federal agencies. 

Idea of this procedure is to 
prevent one Federal agency 
from making new, and addi- 
tional purchases of supplies al- 
ready bought, paid for, and on 
hand as surplus acquired by 
another Federal agency. 

First call goes to Federal 
agencies. What they cannot use 
is offered next to state and local 
governmental agencies, hespi- 
tals and educational institu- 
tions, at a nominal cost. The 
requests of state and iocal agen- 
cies are transmitted through the 
Federal Welfare Department. 

After Federal and state agen- 
cies have taken what they want, 
any surplus remaining is finally 
offered to the public, in a pub- 
lic sale. 

The second kind of disposal is 
for items which are not of com- 
mon use, such as old tanks, 
ships, guns, or aircraft. In terms 
of Federal investment, these 
items will make up the greatest 
part of the new war surplus 
problem. 

With the old tank or the old 
gun or the old ship, it is up 
to the military agency which 
holds such obsolete or surplus 
items to sell them as best they 
can, usually by calling in the 
scrap dealer. 


Eye Hospital Bill 

Now in labor in the Senate 
Labor Committee is the hospi- 
tal bill passed by the House. 
Eventually the Senate commit- 
tee will give this new bill its 
approval, perhaps, however, 
including it in the President’s 
overall medical program rather 
than reporting it out as a sepa- 
rate bill. 

Once upon a time the Federal 
Government began, some 20 
years, to go in buying things 
on a grand scale which the peo- 
ple could not afford for them- 
selves, like prosperous farm in- 
come, ever-rising wages, public 
buildings, “world peace” and— 
also hospitals. 

In the process of buying 
things which the people could 
not afford fer themselves, the 
Federal Government managed 
to provide that the tax bite of 
the Federal Government should 
rise from $3 or $4 billion an- 
nually, to $65 or $70 billion. In 
ether words, the Federal Gov- 
ernment managed to teach the 
people that they could afford 
some 10 times as much govern- 
ment, as before this financial 
tail-chasing began. 

Now, according to the Presi- 
dent, the cost of medical care 
is just staggering. Mrs. Olveta 
Hobby, Welfare Secretary, offi- 
cially told the Congress that 
private persons in the United 
States spent $9.4 billion in 1952 
for their medical care. 

Neither Mrs. Hobby nor Mr. 
Eisenhower, however, propose 
that the government make it 
possible for the people to pay 
for but a tiny share of their 
own medical care by rebating 
taxes paid, payable, or due in 
the future, in order that the 
government shall not have to 
help them with medical care. 
One-seventh of the taxes col- 

lected would equal this total 
private medical bill. 


First Passed in 1946 
Instead, it is the Administra- 
tion’s proposal that a range 
of medical aids shall be pro- 
vided by government. It is in- 
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my own—after all, busi- 


ness is business!’’ 


cidental if these further add to 
the cost of government and take 
from the people the money they 
otherwise might spend on their 
own medical care. 


First in the Administration’s 
steps to provide better medical 
care is the amendment to the 
1946 Hospital Survey and Con- 
struction Act. Under this act 
the Federal Government, which 
cannot pay its bills without 
more or less continuous addi- 
tional borrowing, helps out the 
poor states—most of whom bal- 
ance their budgets—by giving 
as grants from one-third to 
two-thirds of the cost of state 
and local or “non-profit” hos- 
pitals. 

This act was first passed in 
1946. It provided a three-year 
or “temporary” authorization of 
the expenditure of $75 million 
annually. The temporary pro- 
grams, as in the nature of the 
Welfare State, were inevitably 
prolonged, and the kitty sweet- 
ened. By 1949 the annual au- 
thorization had jumped to $150 
million annually. 


Old and Infirm Need Help 

It is the peculiar nature of the 
latest Eisenhower expansion of 
this program that it is pitched 
at the chronically ill. In pro- 
portion, as the more common 
diseases are conquered and the 
longevity of the human Amer- 
ican is prolonged, more and 
more people suffer invalidism 
from arthritis, heart diseases, 
and other afflications more 
common to older persons. 

So Mr. Eisenhower proposed 
to add $62 million of annual 
authorizations. These funds 


would provide facilities for di- 
agnosing and treating the 
chronically ill—diagnostic cen- 
ters, nursing homes, special 
hospitals for the chronically 
ill and “impaired,” and centers 
for rehabilitation of ill persons. 
This boosts the annual authori- 
zation for hospitals to $312 mil- 
lion. 


The Democratic Whip, Rep. 
John McCormack of Massachu- 
setts, observed with relish dur- 
ing the debate that “I am very 
glad to note that one of the 
first bills coming up this ses- 
Sion is a bill extending a meas- 
ure that was passed while the 
Democrats were in control in a 
past Congress. I commend my 
Republican friends for realiz- 
ing that they cannot depart 
from the policies of the Demo- 
cratic Party of the last 20 
years.” 


Costs $600 Million 


So far the Federal Govern- 
ment has spent or committed it- 
self to spend $600 million of 
Federal funds for hospitals, 
which has or will result in the 
provision of 106,060 new hospi- 
tal beds, counting state funds of 
twice this sum. 

In connection with the debate 
it was estimated officially that 
there are now or in existence 
or in process 1,059,816 “accept- 
able” hospital beds in U. S. 
hospitals — “acceptable” to the 
medics according to their stand- 
ards. On the other hand, pres- 
ent requirements are for 848,678 
additional beds. 


This hospital bed deficit will 
rise, of course, not merely as 
the population increases, but 





FOREIGN SECURITIES SPECIALISTS 


SO BROAD STREET - 
TEL: HANOVER 2-0050 


——_—_- ——— 


’ 


if 


NEW YORK 4, WN. Y. 
TELETYPE NY 1-971 


further as the ratio of older 
persons in the total population 
rises. 

Nevertheless, the House 
passed this bill without a dis- 
senting voice. The Speaker did 
not even consider it necessary 
to ask for a voice vote. No- 
body can vote against hospi- 
tals, even if they can’t be paid 
for out of tax revenues within a 
balanced budget. 


{This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capitol 
and may or may not coincide with 
the “Chronicle’s” own views.] 











Business 
Man’s 


Bookshelf . 


Business Profits—Fact or Fable? 
—Business Executives’ Research 
Council of Greater Chicago, in 
cooperation with Northwestern 
University — Thomas J. Mc- 
Nichols, School of Commerce, 
Northwestern University, 
Evanston, Ill. (paper) $1.00. 


Do You Need A Lawyer?—Kath- 
ryn Close—Public Affairs Com- 
mittee, 22 East 38th Street, New 
York 16, N. Y. (paper), 25¢. 


Mutual Savings Bank Directory 
—Information and statistics on 
every mutual savings bank in 
the United States—National As- 
sociation of Mutual Savings 
Banks, 60 East 42nd Street, New 
York 17, N. Y. (paper), $1.00. 


Mutual Savings Banking — De- 
scriptive booklet containing in- 
formation about mutual savings 
banks—National Association of 
Mutual Savings Banks, 60 East 
42nd Street, New York 17, N. Y. 
(paper). 


Social Security—Paul L. Poirot— 
The Foundation for Economic 
Education, Inc., Irvington-on- 
Hudson, New York (paper) no 
charge for single copies; quan- 
tity prices on request. 























Southern Maryland: A Tobacco 
Economy — Bureau of Business 
and Economic Research, Uni- 
versity of Maryland, College 
Park, Md. (paper). 


Chicago Analysts to Hear 


CHICAGO, Ill.—On Thursday, 
April 8th, William S. Richardson. 
Executive Vice-President of the 
B. F. Goodrich Co., will address 
the luncheon meeting of the In- 
vestment Analysts Society of Chi- 
cago on the rubber industry and 
the B. F. Goodrich Co. 

On April 22nd, General Foods 
will be the industry discussed. 





WE WILL BUY — 


American Felt Pfd. 
American Piano A & B 
Detroit & Mackinac Rwy. Com. 
Louis Dejonge 2nd Pfd. 
Louis Dejonge Com. 
George E. Keith Pfds. 
Knothe Bros. Pfds. 
John Irving Shoe Pfd. 
Robertson Electric Pfd. 
Robertson Electric Com. 
Tejon Ranch 





19 _ Office Square, Boston 9, Mass. 
HUbbard 2-1990 sue 














